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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17030A/August 6, 1980 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-80-2) 


CORRECTION OF ORDER APPROVING PROPOSED 
RULE CHANGE 


In Securities Exchange Act Release No. 17030 (July 
31, 1980), the Commission approved a proposed 
rule change filed by the Municipal Securities 
Rulemaking Board (the “MSRB”). The proposed rule 
change amended the MSRB’s Arbitration Code 
(contained in MSRB rule G-35) to establish a 
simplified procedure for the resolution of intra- 
industry disputes involving $5000 or less. In 
announcing that approval, the Commission 


SEC DOCKET/875 





incorrectly indicated the file number of the proposed 
rule change. The correct file number is SR-MSRB- 
80-2. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17038/August 1, 1980 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


File No. SR-NYSE-80-2 


ORDER AND STATEMENT OF REASONS 
DISAPPROVING PROPOSED RULE CHANGE OF THE 
NEW YORK STOCK EXCHANGE, INC. 


On April 3, 1980, the Commission instituted 
proceedings pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (“Act”),' to 
determine whether to disapprove a proposed rule 
change (SR-NYSE-80-2) of the New York Stock 
Exchange, Inc. (“NYSE”) which would amend Article 
IX, Section 1(b) of the NYSE constitution, regarding 
physical access annual membership, to 
permanently limit the number of physical access 
memberships to two.? 


After considering the proposed rule change together 
with all comments and submissions filed with the 
Commission regarding the filing, the Commission 
cannot conclude, for the reasons discussed below, 
that the proposed rule change is consistent with 
Sections 6(b)(5) and (8) of the Act,? and, therefore, 
has determined to disapprove the proposed rule 
change. 


Background 


1. Physical access annual membership 


Physical access annual membership was one of 
several means adopted by the NYSE to increase 
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access to that exchange following the enactment of 
the 1975 Amendments.* When the Commission 
approved the creation of annual memberships on 
March 7, 1978, it found that the establishment of 
annual physical presence membership was 
consistent with the provisions of the Act and the 
rules and regulations thereunder, particularly 
Section 6(b)(5) of the Act, and stated that in making 
available electronic access and physical presence 
annua! memberships, the NYSE was providing a 
“means of increasing access to most or all of the 
range of benefits (and obligations) attendant upon 
ownership of a NYSE seat (historically limited in 
number).”® 


Article IX, Section 1(b) of the NYSE constitution 
provides for the Board of Directors to establish the 
number of physical access memberships based on 
periodic determinations as to the space and 
facilities available on the floor.® Persons interested in 





115 U.S.C. §78a et seqg., as amended by the 
Securities Acts Amendments of 1975, Pub. L. No. 
94-29 (June 4, 1975) (“1975 Amendments”). 


Notice was given by a Commission release 
(Securities Exchange Act Release No. 16721 (April 
3, 1980)), and publication inthe Federal Register, 45 
FR 24743 (April 10, 1980). 


315 U.S.C. §78f(b)(5), (8) (1975). 


‘In December 1976, the NYSE Committee on 
Access, Report on Achieving Greater Access to the 
New York Stock Exchange (December 1976) recom- 
mended, among other things, that the NYSE create 
both electronic and physical access annual 
memberships, and permit equity members to lease 
seats in order to enhance “the NYSE’s ability to 
compete within the emerging national market 
system***.” /d. at 8. 


‘Securities Exchange Act Release No. 14535 (March 
7, 1978), 14 SEC Docket 383, 384 (March 21, 1978). 


Article IX, Section 1(b) of the NYSE constitution 
provides that the exchange’s membership shall 
consist of: 


such number of members of the Exchange, as the 
Board of Directors may from time to time determine, 
consistent with available physical floor space and 
facilities, each of whom shall have paid an annual! 
dues, which shall entitle such member, during the 
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becoming physical access members are subject to 
the same application procedures and must meetthe 
same qualifications as individuals who purchase 
equity memberships (‘‘seatholders”). Physical 
access members pay annual dues of $35,000,’ 
which entitles them to go on the trading floor to carry 
out business in any of the capacities available to 
seatholders, but they have no equity interest in the 
exchange. Presently, physical access membership 
provides the only means, other than by NYSE 
constitutional amendment, by which the number of 
NYSE members permitted to maintain physical 
presence and facilities on the NYSE trading floor can 
be increased beyond the traditional 1,366 equity 
members. 


2. The proposed rule change 


The proposed rule change would amend the NYSE 
constitution to permanently limit the number of 


physical access members to no more than two, the 
number in effect on August 31, 1979, when the 
NYSE was presented with a membership petition, 
pursuant to Article XX, Section 3b of the NYSE con- 
stitution, to obtain a membership vote on the 
proposed limitation. 


The proposed limitation on physical access 
membership was sponsored by the Alliance of Floor 
Brokers, Inc. (“Alliance”)? and was strongly opposed 
by the NYSE Board of Directors.*° It was approved by 
a membership vote in November 1979, and filedasa 
proposed rule change with the Commission on 
January 7, 1980, pursuant to Section 19(b)(1) ofthe 
Act. 


3. Institution of disapproval proceedings 


After considering the proposed rule change together 
with the comments filed by the Alliance,!? the 





Footnote 6 continued 


period for which dues have been paid and while such 
member remains in good standing, to enter 
physically upon the trading floor and to have 
facilities thereon for the execution of orders. 


7NYSE Constitution, Article X, Section 1(b). The dues 
were raised from $25,000 (the original rate) on 
October 4, 1979, pursuant to Section 19(b)(3)(A)(ii) 
of the Act (SR-NYSE-79-43). Securities Exchange 
Act Release No. 16279 (October 15, 1979) 44 FR 
60463 (October 19, 1979). 


8See NYSE Constitution, Article IX, Section 1. 


°The grounds for the membership petition—which 
subsequently were submitted to the Commission in 
support of the instant proposed rule change—were 
summarized in the Commission's order instituting 
proceedings to determine whether to disapprove the 
proposed rule change. Briefly, the Alliance argued 
that the physical access program had not been 
successful and thus had not improved either 
competition on the NYSE floor or the NYSE’s ability to 
attract or process increased order flow. The Alliance 
took the position that the exchange had the right to 
eliminate physical access membership because it 
was not required by the Act. It maintained that 
elimination of physical access membership would 
not be anticompetitive because other forms of 
access, such as leasing, exist and that, in any event, 
the 1,366 equity members already provide more 
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than adequate competition on the NYSE floor. It also 
alleged that the availability of the relatively low- 
priced physical access memberships would depress 
the value of equity seats. Moreover, the Alliance 
started that the NYSE floor already was overcrowded 
and could not support additional personnel. 


10The NYSE Board of Directors’ position also was 
summarized in the order instituting disapproval 
proceedings. The Board took the position that as part 
of a comprehensive effort to provide varying forms of 
membership opportunities, offering physical access 
annual membership had enhanced the public 
credibility of the exchange as a progressive and 
competitive component of the capital raising 
mechanism of the country. The NYSE Board 
disputed the claim that there was insufficient space 
on the NYSE floor to accommodate new physical 
access members, stating that as many as 20 
additional physical access members could be 
accommodated in the near term. 


Notice of the proposed rule change was given by 
publication of a Commission Release (Securities 
Exchange Act Release No. 16538) in the Federal 
Register (45 FR 7022 (January 31, 1980)). 


2The Alliance filed extensive comments on a Form 
19b-4A. The NYSE incorporated substantial portions 
of those comments into item 3 (purpose of the 
proposed rule change), item 4 (basis under the Act), 
and item 6 (burden on competition) of its Form 19b- 
4A by an amendment to the Form filed with the 
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Commission determined that it could not find that 
the proposal was consistent with the Act and that it 
would be necessary to institute proceedings to 
determine whether to disapprove the proposed rule 
change. The Commission’s order instituting the 
present proceedings stated that the grounds for 
disapproval under consideration were Section 
6(b)(8) of the Act, which requires that exchange 
rules not impose any burden on competition not 
necessary or appropriate in furtherance of the 
purposes of the Act, and Section 6(b)(5), which 
requires, among other things, that exchange rules be 
designed to remove impediments to and perfect the 
mechanism of a free and open market and a national 
market system. 


Interested persons were invited to submit written 
data, views, and arguments, and to submit a rebuttal 
to any other person’s submission. The Commission 
received two submissions during the hearing period 
which are summarized below.!? 


ll. Summary of Submissions Received 


In addition to certain arguments it made to the 
Commission during the comment period for the 
proposed rule change, the Alliance raises one new, 
essentially procedural, argument in its submission. 
The Alliance states that since Section 6(c)(4) of the 
Act expressly grants a securities exchange the 
qualified right to impose numerical limitations on its 
membership,'* the exclusive means by which the 
Commission may remove or modify such a limitation 
is pursuant to Section 19(c) of the Act which grants 
the Commission authority to abrogate, add to and 
delete from self-regulatory organization rules.'® 


In the Alliance’s view, in order to amend an 
exchange’s limitation on membership (under 
Sections 6(c)(4) and 19(c)), the Commission must 
find that, under the circumstances, the limitation— 
“independently of the numerical limitation itself’ — 
imposes a burden on competition not necessary or 
appropriate under the Act.!® As a result, the Alliance 
States that the instant 19(b)(2) proceedings as well 
as any reference to the standards embodied in 
Section 6(b) of the Act are inappropriate. 


The Alliance also restates several arguments it 
previously made to the Commission. It points out 
that there is numerical underutilization of the 
exchange floor (only about 51 percent of the equity 
members are present at any one time), and states 
that this “underutilized capacity of the Exchange 
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Footnote 12 continued 


Commission on January 25, 1980. The remainder of 
the Alliance’s filing was placed in the public file as 
comments on the proposed rule change. 


13Thomas G.'Kahn, an individual equity member of 
the NYSE, and the Alliance of Floor Brokers, Inc., 
submitted views supporting approval of the 
proposed rule change. 


4Section 6(c)(4) of the Act, 15 U.S.C. 78f(c)(4), 
provides: 


A national securities exchange may (A) limit the 
number of members of the exchange and (B) the 
number of members and designated 
representatives of members permitted to effect 
transactions on the floor of the exchange without the 
services of another person acting as_ broker: 
Provided, however, That no national securities 
exchange shall have the authority to decrease the 
number of memberships in such exchange, or the 
number of members and designated 
representatives of members permitted to effect 
transactions on the floor of such exchange without 
the services of another person acting as broker, 
below such number in effect on May 1, 1975, or the 
date such exchange was registered with the 
Commission, whichever is later: And, provided 
further, That the Commission, in accordance with 
the provisions of section 19(c) of this title, may 
amend the rules of any national securities exchange 
to increase (but not to decrease) or to remove any 
limitation on the number of memberships in such 
exchange or the number of members or designated 
representatives of members permitted to effect 
transactions on the floor of the exchange without the 
services of another person acting as broker, if the 
Commission finds that such limitation imposes a 
burden on competition not necessary or appropriate 
in furtherance of the purposes of this title. 


Section 19(c) of the Act provides that the 
Commission, by rule, may abrogate, add to and 
delete from the rules of a_ self-regulatory 
organization as it deems necessary or appropriate to 
ensure the fair administration of the self-regulatory 
organization, or to conform the organization’s rules 
to the requirements of the Act and the rules and 
regulations thereunder. 


16Alliance at 11. 


Volume 20, No. 13, August 19, 1980 





clearly indicates that there is no need for forcing an 
exchange to theoretically permit unlimited numbers 
of physical access memberships.””’ It also states 
that any qualified broker or dealer can obtain access 
by leasing or buying a seat from an equity member. 
The Alliance argues further that vigorous competi- 
tion currently exists among floor brokers and among 
all members of the exchange, and that there is no 
evidence in the record which would support the 
proposition that competition on the NYSE would be 
advanced by increasing the number of members 
entitled to go on the NYSE trading floor beyond 
1,368.18 Finally, the Alliance argues that 
Commission disapproval of the proposed rule 
change would chill the development of other 
innovative programs by the exchanges. 


The other commentator states that the proposed 
rule change represents “reasonable self-regulatory 
procedures designed to protect the at-risk equity 
capital of exchange members, while providing for 
reasonable physical access to any qualified 
individual on fair and reasonable terms.”?9 It points 
out that any qualified person currently can obtain 
access to the NYSE floor by buying or leasing a seat, 
and notes that if conditions so warrant, the number 
of physical access memberships available could be 
increased in the future. 


Ill. Discussion 
A. Statutory Criteria 


Under Section 19(b)(2) of the Act, the Commission 
must approve a proposed rule change of an 
exchange if it finds that the proposal is consistent 
with the requirements of the Act and the rules and 
regulations thereunder applicable to exchanges, in 
particular Section 6(b) of the Act which establishes 
substantive requirements governing exchange 
rules. It must disapprove a proposed rule change if it 
does not make these findings. 


Contrary to the Alliance’s argument that the 
Commission must institute Section 19(c) 
proceedings to disapprove the proposed rule 
change, the Commission believes that the current 
proceedings were correctly instituted under Section 
19(b) of the Act. The Act provides different 
procedures for Commission consideration of self- 
regulatory organization-initiated rule changes and 
changes to self-regulatory organization rules that are 
initiated independently by the Commission. Section 
19(b) of the Act specifies the procedures applicable 
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to self-regulatory organization rule changes 
proposed by the organizations. With respect to 
proceedings instituted by the Commission, Section 
19(c) of the Act specifies the procedures which 
govern the Commission’s actions. 


Section 6(c)(4) does not modify the statutory 
scheme. While Section 6(c)(4) specifies that 19(c) 
proceedings are necessary for Commission- 
instituted amendments to limitations on exchange 
membership, the section is silent on the procedures 
which must be followed in considering limitations 
proposed by an exchange. The commentators 
argued that the Congress intended, in Section 
6(c)(4), to permit exchanges to impose numerical 
limitations on their membership irrespective of the 
requirements of Section 6(b)(8) of the Act and 
without Commission approval under Section 19(b). 
However, in the Commission’s view, nothing in 
Section 6(c)(4) permits an exchange unilaterally to 
alter restrictions on membership without obtaining 
Commission approval under Section 19(b) of the 
Act.2° And, in determining whether to approve or 
disapprove proposed rule changes affecting 
restrictions on membership, the Commission must 
apply the substantive standards under Section 6(b) 
of the Act, which defines the rulemaking authority of 
securities exchanges.?! 





“Id. at 19. 


18This figure represents the 1,366 equity members 
plus two physical access members. 


19Submission of Thomas G. Kahn at 2. Mr. Kahn 
states that the arbitrary nature of the proposed rule 
change does not constitute a sufficient ground for 
disapproval since many government rules and 
regulations are arbitrary. 


2°The Commission notes that the Alliance’s 
interpretation of Section 6(c)(4) would lead to the 
anomolous result by that the Commission would be 
forced to approve an exchange rule filing limiting the 
number of members on the ground that it was 
consistent with the Act (including Section 6(b)(8)) 
and then institute 19(c) proceedings to remove or 
amend the limitation on the ground that the proposal 
imposed an undue burden on competition. 


21At most, Section 6(c)(4) may be read to restrictthe 
circumstances under which the Commission could 
eliminate or increase an existing numerical 
limitation on exchange membership, in the course of 
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Moreover, the fact that Section 6(c)(4) permits 
exchanges to impose limitations on membership 
does not, in the Commission’s view, constitute a 
determination by the Congress either that such 
limitations are not burdens on competition or that 
any burdens resulting from such limitations are 
necessary or appropriate under the Act. Rather, the 
section should properly be read to sanction 
limitations on access (particularly those existing at 
the time of the 1975 Amendments) and to leave any 
determination with respect to the competitive 
aspects of those limitations to the Commission on a 
case-by-case basis—either in the context of a 
proposed rule change filed by an exchange pursuant 
to Section 19(b) or in proceedings instituted by the 
Commission under Section 19(c). 


B. Grounds for Disapproval 


The Commission is unable to find that the proposed 
rule is consistent with the requirements of the Act 
and, therefore, must disapprove the proposed rule 
change. In particular, the Commission is unable to 
find that the proposed rule is consistent with Section 
6(b)(8) of the Act which requires that the rules of an 
exchange not impose a burden on competition not 
necessary or appropriate under the Act. 


While the Act does not expressly require the creation 
of new types of memberships (including annual 
memberships with physical access privileges), an 
exchange may limit or eliminate existing forms of 
membership by rule only if such action would not 
impose any burden on competition not necessary or 
appropriate under Section 6(b)(8) of the Act. It 
appears that the proposed rule change, by placing 
an arbitrary limit on the number of persons entitled 
to physical access under its annual membership 
program, would result in a burden on competition by 
restricting existing and potential competition for 
floor brokerage and other business requiring 
physical presence on the NYSE floor. 


The proponents of the proposed rule change claim 
that alternative means of access to the NYSE exist— 
such as leasing, electronic annual access, “other 
market” access through the Intermarket Trading 
System (“ITS”), and “economic access” through 
negotiated commission rates. The Commission 
notes, however, that, of those “alternatives,” only 
leasing provides the right to goonthe NYSE floor and 
compete directly with equity members for 
business.** However, leasing does not provide the 
potential for increasing the number of members 
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entitled to compete on the NYSE floor, and, thus, 
cannot be viewed as a substitute for physical access 
annual membership.”? Moreover, even though only a 
small number of persons have thus far applied for 
physical access membership, the arbitrary 





Footnote 21 continued 


a Section 19(c) proceeding, to those instances in 
which the Commission concludes that the 
limitations imposes a burden on competition not 
necessary or appropriate under the Act. However, 
the Commission has independent authority to place 
restrictions on exchange membership under 
Section 19(c). 


22The other alternatives affect only the ability to 
execute transactions on the NYSE at lower costs and 
are not substitutes for the right of physical presence 
on the floor. Electronic access annual members 
obtain only a right of access to the NYSE’s 
Designated Order Turnaround System, the 
Intermarket Trading System (“ITS”) or the facilities 
of an equity member. Similarly, while so-called 
“economic access” through negotiated commission 
rates and “other market” access through ITS do 
provide a means for effecting trades on the NYSE, 
these forms of access do not provide the time and 
place execution advantages arising from physical 
presence on the floor or the opportunity to compete 
with equity members for floor brokerage or other 
business which depends on the floor presence. 


21n addition, leasing does not require that all 
qualified individuals be given an “equal” opportunity 
to obtain access to the NYSE. While the NYSE must, 
under Section 6(b)(2) of the Act, permit any 
qualified person to become a member of the 
exchange, seatholders possess virtually unlimited 
discretion to determine to whom, and under what 
terms, they will lease their seats. As a result, if 
physical access membership is eliminated, 
individuals who meet the NYSE membership 
qualification standards may be denied access to the 
exchange floor by seatholders for an arbitrary reason 
even though leases would be available. Moreover, 
there may be periods of time when no seats are 
available for leasing. And, if physical access 
membership is eliminated, persons seeking 
physical access to the floor during such periods 
could obtain access only through the purchase of a 
seat. The price of seats may be so high as to be, in 
effect, a barrier to entry for smaller, less well- 
capitalized brokers and dealers. 
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limitation which would result from adoption of the 
proposal may, in the long run, adversely affect 
potential competition on the floor of the nation’s 
primary stock market.” 


It does not appear, and the proponents of the 
proposed rule change have not demonstrated, that 
the burden on competition that would result from 
limitation of physical access membership is 
necessary or appropriate to achieve any purpose in 
furtherance of the Act. Commentators on the 
proposed rule change argued, in effect, that to the 
extent the proposed rule change would impose a 
burden on competition, the burden is justified by 
space limitations on the floor of the NYSE. While the 
Act permits an exchange, subject to Commission 
oversight, to limit the number of memberships and 
the number of personnel permitted on its trading 
floor at any given time (in order, for example, to 
assure the comfort and safety of its members and 
employees), the proposed rule change, by placing a 
permanent limitation on physical access 
membership, seems to be wholly unrelated to space 
considerations on the NYSE. The Commission notes 
that, in October 1979, the NYSE Board of Directors 
determined that the floor was capable of accom- 
modating as many as 20 additional physical access 
members in the near term.”° 


The commentators suggest that the present 1,366 
seatholders provide adequate competition and fair 
prices on the exchange and that there is no 
indication that an increase in the number of 
members entitled to go on the trading floor would 
result in an increase in competition. But, the NYSE 
Board of Directors believes that the physical access 
membership program has enhanced the credibility 
of the exchange as a public institution, and that the 
proposed rule change would not promote the best 
interests of the exchange, the membership or the 
investing public.2° The exchange also believes that 
certain key factors which prompted it to create 
physical access membership in 1978 are still 
relevant today—in particular that new forms of 
membership are essential if the exchange is to 
implement new products and meet increasing 
competition for order flow and that easier access to 
the exchange would provide an economic incentive 
for new members to bring capital, expertise and 
additional business to the NYSE.2” The Commission 
has considered these views in concluding that it 
cannot find that the burden on competition which 
would result from adoption of the proposed rule 
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change would be necessary or appropriate in 
furtherance of the purposes of the Act. 


The Commission also has concluded that the 
proposed rule change, by permanently limiting the 
number of physical access memberships to two, 
irrespective of the availability of space and facilities 
on the NYSE floor, would restrict access tothe NYSE, 
the nation’s “primary” stock market. As volume on 
the NYSE increases, it becomes more difficult to 
justify limitations on access to that exchange in light 





4The small number of physical access members 
may result, in part, from the controversy which has 
surrounded the program since its inception. 
Moreover, the opposition of certain floor members to 
the program caused the NYSE to impose an eight 
month informal moratorium on the granting of 
physical access memberships which was not lifted 
until September 1979. Finally, certain floor 
members filed suit in July 1980, in the New York 
State Court to enjoin the NYSE from granting 
physical access memberships. That suit was 
resolved in favor of the NYSE in January 1980. 
Higgins v. Hall, [Current] Fed. Sec. L. Rep. (CCH) 
para 97,355 (N.Y. Sup. Ct., January 21, 1980). Thus, 
even if the physical access annual membership 
program were an experiment, as the Alliance argues, 
the Commission believes that the program has not 
thus far had a practical opportunity to develop. 


*This determination was based on current 
estimates of the lead time required to provide the 
supporting personnel and services annual members 
need to conduct their activities, and on considera- 
tions arising from the NYSE’s Facilities Upgrade 
Program which is currently being implemented. 


6In creating physical access memberships in 1978, 
the NYSE Board stated that annual membership 
would increase the potential for access to the NYSE 
and encourage greater participation therein. The 
exchange urged that the creation of physical access 
membership was consistent with Section 6(b)(2) in 
enabling any qualified person to become a member 
of the exchange, and with Section 6(b)(5) in that the 
existence of various forms of membership tended to 
remove impediments to the mechanism of a free 
and open market. File No. SR-NYSE-77-21. 


27NYSE Form 19b-4A, Exhibit B at 3-4 (Special 


Membership Bulletin; October 5, 1979), Exhibit C 
(Special Membership Bulletin; November 1, 1979). 
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of the competitive objectives of the Act of ensuring 
free and open markets.*® Thus, the Commission 
cannot find that the proposal is consistent with the 
requirements of Section 6(b)(5) of the Act, that the 
rules of an exchange be designed to remove 
impediments to and perfect the mechanism ofa free 
and open market and a national market system. 


The Commission believes that the result today is 
consistent with its continued belief that a securities 
exchange should enjoy considerable latitude to 
develop—and terminate—regulatory experiments if 
the exchange can demonstrate that such experi- 
ments or their termination would be consistent with 
the Act. In light of the fact that the NYSE Board of 
Directors favors the continuation of the physical 
access membership program on the ground thatthe 
program makes the NYSE a more competitive and, 
therefore, more attractive marketplace, it appears 
unlikely that disapproval of the proposed rule 
change will deter the self-regulatory organizations 
from developing experiments designed to achieve 
the Act’s broader goals as well as their own 
regulatory objectives. Finally, disapproval of the 
proposed rule change should reaffirm the 
Commission’s strong commitment to the removal of 
artificial barriers to marketplaces and the fostering 
of competition within and among exchange markets. 


IV. Findings 


The Commission is unable to find that the proposed 





28In 1979, the NYSE accounted for 88.13 percent of 
all consolidated volume compared to 85.34 percent 
in 1976 (NYSE 1980 Fact Book at 15). 


The Commission notes that it does not appear that 
the existence of physical access membership has 
had an adverse effect on the price of NYSE seats. In 
1977, the year physical access annual membership 
was approved (at $25,000/year) by the NYSE 
membership, the average price of NYSE seats was 
$54,100 (high of $95,000), and in 1978, the year the 
Commission approved the physical access rule, the 
average price of NYSE seats was $63,746 (high of 
$105,000). In 1979, the year the Alliance sued to 
have the NYSE enjoined from granting physical 
access membership and obtained a membership 
vote on the proposed limitation, NYSE seats sold for 
an average of $139,500 (high of $210,000). The 
NYSE raised physical access dues to $35,000 in late 
1979. Seats presently are selling for approximately 
$205,000. 
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rule change is consistent with Section 6(b)(8) of the 
Act. The Commission concludes that the proposed 
rule change would impose a burden on competition 
by limiting access to the NYSE floor. On the basis of 
the data, views and arguments before the 
Commission, it cannot conclude that those burdens 
are either necessary or appropriate in furtherance of 
the purposes of the Act. The Commission also is 
unable to find that the proposed rule change is 
consistent with Section 6(b)(5), which requires the 
NYSE’s rules to remove impediments to and perfect 
the mechanism of a free and open market and the 
development of a national market system. Rather, 
the Commission believes the proposed rule change 
would restrict access to the trading facilities of the 
NYSE in ways that appear to restrict free and open 
markets without providing countervailing benefits. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
(SR-NYSE-80-2) to amend Article IX, Section 1(b) of 
the NYSE Constitution to limit physical access 
annual memberships to two, be, and hereby is, 
disapproved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17039/August 1, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE CINCINNATI 
STOCK EXCHANGE 


File No. SR-CSE-80-3 


The Cincinnati Stock Exchange submitted, on June 
20, 1980, a proposed rule change under Rule 19b-4 
which would revise the schedule of fees charged for 
access to the National Securities Trading System 
and would establish a maximum exchange charge of 
$150 on any single transaction executed by an 
individual firm. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act”). At any time within 
sixty days of the filing of such proposed rule change, 
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the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 4, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CSE-80-3. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17040/August 1, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY 
CDE’) 


(File No. SR-DTC-80-3) 


The Depository Trust Company submitted on July 3, 
1980, a proposed rule change, pursuant to Rule 19b- 
4 under the Securities Exchange Act of 1934, to 
permit National Securities Clearing Corporation 
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(“NSCC”) Sponsored Participants to utilize DTC’s 
Collateral Loan Program. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 4, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-80-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington. D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17041/August 4, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the single ten-day suspension of over-the-counter 
trading for the period commencing at 9:45 a.m. on 
August 4, 1980 and terminating at midnight (EDT) 
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on August 13, 1980 of the securities of Liberty Oil 
Corporation formerly named Sullivan’s Open Pit, Inc. 
located at Suite 840 Kennecott Bldg., 10 East South 
Temple Street, Salt Lake City, Utah, 84133. 


The Commission suspended trading in the 
securities of Liberty Oil Corporation in view of the 
insufficient information currently available to the 
public regarding the amount of common stock 
outstanding, and the identity of the controlling 
shareholders of Liberty Oil Corporation. 


The Commission cautions brokers, dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain of the requirements of Rule 15c2- 
11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with such rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of such rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17042/August 4, 1980 


The Securities and Exchange Commission has 
ordered public administrative proceedings under 
the Securities Exchange Act of 1934 (Exchange Act) 
and the Securities Investor Protection Act of 1970 
against: Peter J. Kisch (Peter Kisch), president of P. 
J. Kisch & Co., Inc. (Kisch), a former Minneapolis, 
Minnesota broker-dealer; George R. Zenanko 
(Zenanko), registered representative and vice 
president at Kisch; Gerald M. Levine (Levine), a 
former registered representative at Kisch; Equity 
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Securities Trading Company, Inc. (Equity), a 
registered broker-dealer located in Minneapolis; and 
Nathan Newman (Newman), president of Equity. 


The Order for Proceedings alleges that Peter Kisch, 
Zenanko, Levine, Equity, and Newman wilfully 
violated and aided and abetted violations of the 
antifraud provisions of the Securities Act of 1933 
(Securities Act) and the Exchange Act in connection 
with the sales of shares of an over-the-counter stock 
to Kisch customers at excessive mark-ups pursuant 
to a joint trading arrangement between Equity and 
Kisch. The Order alleges that the above parties failed 
to disclose to Kisch customers that Kisch dominated 
the market in the stock and that the prices which 
these customers paid for their shares did not bear a 
reasonable relationship to prevailing market prices. 
The Order also alleges that Equity violated 
Regulation T in connection with its part in the joint 
trading arrangement. In addition, the Order alleges 
that Peter Kisch and Newman failed to reasonably 
supervise employees under their supervision and 
control. 


The Order further alleges that Peter Kisch and 
Zenanko violated the antifraud provisions of the 
Securities Act and the Exchange Act in that they 
diverted customer funds to pay expenses of Kisch, at 
a time when Kisch was experiencing financial 
difficulties. 


Finally, it is also alleged that Peter Kisch and 
Zenanko aided and abetted Kisch’s violations of the 
customer protection, net capital, and recordkeep- 
ing rules. 


Levine, Equity and Newman have submitted offers of 
settlement which the Commission has determined 
to accept. (See Exchange Act Release No. 17043, 
entitled “Findings and Order Imposing Remedial 
Sanctions”). With respect tothe other respondents, a 
hearing will be scheduled to take evidence on the 
staff's allegations, and to determine whether any 
remedial action should be taken by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17043/August 4, 1980 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 93/August 4, 1980 
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Admin. Proc. File No. 3-5950 
In the Matter of 


GERALD M. LEVINE 

EQUITY SECURITIES TRADING COMPANY, INC. 
(File No. 8-21025) 

NATHAN NEWMAN 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings ordered today pursuant to the 
Securities Exchange Act of 1934 (Exchange Act) and 
the Securities Investor Protection Act of 1970, 
Respondents Gerald M. Levine (Levine), Equity 
Securities Trading Company, Inc. (Equity) and 
Nathan Newman (Newman) have submitted Offers 
of Settlement which the Commission has 
determined to accept.! Solely for the purpose of 
settling these proceedings and without admitting or 
denying the allegations contained in the Order for 
Proceedings, the above Respondents consent to the 
findings of violations and sanctions contained inthis 
Order.” 


On the basis of the Order for Proceedings and the 
Offers of Settlement, the Commission finds: 


1. Levine wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the Securities 
Act of 1933 (Securities Act) and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder and 
wilfully aided and abetted violations of Sections 
10(b) and 15(c)(1) of the Exchange Act and Rules 
10b-3 and 15cl-2 thereunder, as alleged in the 
Order for Proceedings. 


2. Equity wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the Securities 
Act (Securities Act) and Sections 7(c), 10(b) and 
15(c)(1) of the Exchange Act and Rules 10b-3, 10b-5 
and 15cl-2, and Regulation T thereunder, as alleged 
in the Order for Proceedings. 


3. Newman wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the Securities 





1The Order instituting proceedings was issued 
simultaneously with the Commission’s acceptance 
of their Offers of Settlement. 


2The findings herein are not binding on any other 
respondent named in these proceedings. 
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Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder and wilfully aided and abetted 
violations of Sections 7(c), 10(b), and 15(c)(1) ofthe 
Exchange Act and Rules 10b-3 and 15cl-2, and 
Regulation T thereunder, as alleged in the Order for 
Proceedings. 


4. Equity and Newman failed reasonably to 
supervise persons subject to their supervision with a 
view toward preventing the violations as alleged in 
the Order for Proceedings. 


In view of the foregoing matters, it is in the public 
interest to impose the sanctions specified in the 
Offers of Settlement. 


Accordingly, IT IS ORDERED that: 


1. Levine be and hereby is suspended from 
association with any broker or dealer or investment 
company or investment adviser or affiliate thereof 
for a period of two (2) calendar weeks effective at the 
opening of business on the second Monday after the 
date of this Order. 


2. Equity be and hereby is suspended for a period of 
ninety (90) calendar days from entering into any 
agreements to perform any clearing, execution or 
account-carrying functions for any broker-dealer for 
which any such agreement had not been entered 
into prior to the entry of the Order for Public 
Proceedings. The suspension shall be effective at 
the opening of business on the second Monday after 
the date of this Order. 


3. Equity comply with its undertakings to: 


(a) require any broker-dealer for whom it carries 
accounts to make full payment for any securities 
purchased for such accounts within the period 
provided by Regulation T, 12 C.F.R. 220.4; 


(b) employ procedures that will establish that mark- 
ups charged by Equity and its correspondent broker- 
dealers in principal transactions with customers are 
not excessive and that such transactions with 
customers are effected at prices which are 
reasonably related to prevailing market prices; 


(c) require correspondent broker-dealers to disclose 
to Equity all customer orders for a security prior to 
execution of any transaction in such security and to 
determine how each such transaction will be 
executed; and 
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(d) disclose on each confirmation statement of a 
customer transaction in a security whether a 
correspondent broker-dealer or Equity acted as 
principal in the transaction and whether a 
correspondent or Equity is a market maker in the 
security. 


4. Newman be and hereby is suspended from 
serving in any supervisory capacity with any broker 
or dealer or investment company or investment 
adviser or affiliate thereof for a period of two (2) 
calendar weeks, effective at the opening of business 
on the second Monday after the date of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17044/August 4, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE NEW YORK 
STOCK EXCHANGE, INC. 


File No. SR-NYSE-80-27 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted, on July 24, 1980, a proposed rule change 
under Rule 19b-4 to implement, on a pilot basis, 
trade comparison procedures using universal 


contra-party names for post-opening trades 
involving orders received by the Exchange through 
its Designated Order Turnaround System. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (“Act”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 11, 1980. Interested persons are invited to 
submit written data, views and arguments 
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concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-80-27. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
BO. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17045/August 4, 1980 


BOSTON STOCK EXCHANGE CLEARING 
CORPORATION (“BSECC”) 


(SR-BSECC-80-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 8, 1980, BSECC filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) (the “Act”) and Rule 19b-4 thereunder, 
copies of a proposed rule change establishing 
procedures whereby book-entry transfers within 
New England Securities Depository Trust Company 
may be used for settlement of trades clearing and 
settling through BSECC. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16494, 
January 15, 1980) and by publication in the Federal 


Volume 20, No. 13, August 19, 1980 





Register (45 FR 5425, January 15, 1980). No written 
comments were received by the Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to registered clearing agencies and, in 
particular, the requirements of Section 17A of the 
Act. 


It is therefore ordered, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17046/August 5, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE NATIONAL SECURITIES 
CLEARING CORPORATION 


(File No. SR-NSCC-80-24) 


National Securities Clearing Corporation (NSCC) 
submitted on July 31, 1980, a proposed rule change 
pursuant to Rule 19b-4 under the Securities 
Exchange Act that changes the fee charged for 
submission of bond trades to $0.40 per side. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 11, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
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from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NSCC-80-24. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17047/August 5, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-77-14 


On July 28, 1980, the New York Stock Exchange, Inc. 
(“NYSE”) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
and Rule 19b-4 thereunder, a fourth amendment to 
a proposed rule change. The amendment would 
remove Canada as a qualifying domicile for NYSE 
member organizations and would require NYSE 
member organizations to be created or organized 
under the laws of, and maintain their principal place 
of business in, the United States. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 11, 1980. In order to assist the Commission 
in determining whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
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desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-77-14. 


Copies of the submission, any subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17048/August 5, 1980 


In the Matter of 


PACIFIC STOCK EXCHANGE, INCORPORATED 
301 Pine Street 
San Francisco, California 94104 


(SR-PSE-80-12) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 9, 1980, the Pacific Stock Exchange, 
Incorporated (“PSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change which defines combination 
orders and extends to such orders a limited 
exception to book priority and clarifies the 
definitions of spread orders and straddle orders. 


Notice of the proposed rule change together with the 
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terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16916, 
June 21, 1980) and by publication in the Federal 
Register (45 FR 43918, June 30, 1980). No written 
statements with respect to the proposed rule change 
were received. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17049/August 6, 1980 


A notice has been issued giving interested persons 
until August 27, 1980 to comment.on the 
applications of the Boston Stock Exchange, Inc. for 
unlisted trading privileges in 17 stocks. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17050/August 6, 1980 


A notice has been issued giving interested persons 
until August 27, 1980 to comment on the application 
of the Philadelphia Stock Exchange for unlisted 
trading privileges in the common stock ($1 par 
value) of STALEY (A.E.) MANUFACTURING 
COMPANY. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17051/August 6, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-80-7 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on August 4, 1980, a proposed 
rule change under Rule 19b-4 to extend from 
September 24, 1980, to December 1, 1980, the 
effective date of certain amendments to MSRB rule 
G-15 relating to customer confirmations (File No. 
SR-MSRB-79-6) and MSRB rule G-12 applicable to 
inter-dealer confirmations and rule G-15 (File No. 
SR-MSRB-80-1). The amendments to rule G-15 were 
approved by the Commission in Securities Exchange 
Act Release No. 16707 (March 28, 1980). 
Amendments to rules G-12 and G-15 were approved 
by the Commission in Securities Exchange Act 
Release No. 16844 (May 27, 1980). 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 11, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or to institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views, and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-7. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 
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For the. Commission, by the Division of Market 
Regulation, pursuant to the delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17052/August 6, 1980 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
1150 Connecticut Avenue, N.W. 

Suite 507 

Washington, D.C. 20036 


(SR-MSRB-80-6) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act’), notice is hereby given that on July 24, 1980, 
the Municipal Securities Rulemaking Board (the 
“MSRB”) filed with the Commission copies of a 
proposed rule change which would amend MSRB 
rule G-3, the MSRB’s professional qualifications 
rule. The proposed rule change would extend from 
August 11, 1980, to September 15, 1980, the 
effective date of the requirement that persons 
performing the functions of municipal securities 
principals must qualify as municipal securities 
principals by taking and passing the Municipal 
Securities Principal Qualification Examination (the 
“Examination”), if they are not eligible for one of the 
exemptions provided under the rule. The text of the 
proposed rule change is as follows:* 


Rule G-3. Classification of Principals and 
Representatives; Numerical Requirements; Testing 


No municipal securities broker or municipal 
securities dealer or person who is a municipal 
securities principal, financial and operations 





*/talics indicate new language; [Brackets] indicate 
deletions. 
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principal, or municipal securities representative (as 
hereafter defined) shall be qualified for purposes of 
rule G-2 unless such municipal securities dealer or 
person meets the requirements of the rule. 


(a) through (b). No change 


(c) Qualification Requirements for Municipal 
Securities Principals. 


(i) through (v). No change. 


(vi) The requirements of paragraph (c)(i) shall 
become effective on September 15, 1980 [August 
11, 1980 (six months following the date of the first 
administration of the Municipal Securities Principal 
Qualification Examination)]. 


(d) through (h). No change 


Interested persons are invited to submit written 
data, views, and arguments concerning the 
proposed rule change within 21 days from the date 
of this publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSRB-80-6. 


Copies of the submission, all subsequent 
amendments, and all written statements with 
respect to the proposed rule change which are filed 
with the Commission, and of all written 
communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 


The Commission finds that the proposed rule 
Change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to the MSRB and, in particular, the 
requirements of Section 15B, and the rules and 
regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof. The 
proposed rule change, by extending from August 11, 
1980, to September 15, 1980, the date by which 
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candidates subject to the examination requirement 
must take and pass the Examination, will ensure that 
all candidates are afforded at least the six month 
period contemplated by MSRB rule G-3 for taking 
and passing the Examination. The six month time 
period was included in MSRB rule G-3 to provide a 
reasonable time for a person currently performing 
activities aS a municipal securities principal to 
satisfy the examination requirement. Candidates 
associated with securities firms that are not 
members of the National Association of Securities 
Dealers, Inc. (“SECO firms”), and banks for which 
the Commission is the appropriate regulatory 
agency were not able, however, to enroll for the 
Examination until early March of 1980. Accordingly, 
by approving the rule on an accelerated basis, the 
Commission will provide at least a six month period 
for all candidates. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17053/August 7, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the temporary suspension of over-the-counter 
trading of the securities of Electro-Heat Resources 
Corp. (“EHR”), a New York corporation located at 
310 Madison Avenue, New York, N.Y. 10017 for the 
ten day period commencing at 11:00 a.m. on 
August 7, 1980 and terminating on August 16, 1980 
at midnight. 


The Commission suspended trading in the 
securities of EHR in view of the recent unusual and 
unexplained market activity in that security and in 
view of questions raised about the adequacy and 
accuracy of publicly disseminated information 
about orders which EHR has received, contracts it 
has entered into and negotiations in which it is orwas 
participating. 
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The Commission cautions broker-dealers, 
shareholders, and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other current available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the security in question until suchtime as 
he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21669/August 4, 1980 


In the Matter of 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 
West Springfield, Massachusetts 


(70-6482) 
NOTICE OF PROPOSED ISSUANCE AND SALE OF 


FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Western 


Massachusetts Electric Company (“WMECO”), a 
public-utility subsidiary company of Northeast 
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Utilities, a registered holding company, has filed an 
application with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the 
following proposed transaction. All interested 
parties are referred to said application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


WMECO proposes to issue and sell, at competitive 
bidding, up to $30,000,000 principal amount of its 
First Mortgage Bonds, Series N, % due October 
1, 2010. The interest rate, which shall be a multiple 
of 1/8 of 1%, and the price, exclusive of accrued 
interest, to be paid to WMECO, which will be not less 
than 100% nor more than 103% of the principal 
amount thereof, will be determined by competitive 
bidding. The bonds will be issued under the First 
Mortgage Indenture and Deed of Trust dated as of 
August 1, 1954, between WMECO and The First 
National Bank of Boston, Successor Trustee, as 
supplemented and amended from time to time, and 
as to be further supplemented by a supplemental 
indenture to be dated as of October 1, 1980. The 
supplemental indenture provides, among other 
things, that the bonds shall not be redeemed at the 
applicable general redemption price prior to 
October 1, 1985, if such redemption is for the 
purpose of or in anticipation of refunding such 
bonds through the use, directly or indirectly, of funds 
borrowed by WMECO at an effective interest cost of 
less than the effective interest cost of the bonds. 


The coverage ratio of net earnings to total annual 
interest charges is 2.51 on an actual basis and 2.02 
on a pro forma basis. 


The net proceeds from the sale of the bonds together 
with capital contributions totaling $15,000,000 
scheduled to be made by Northeast Utilities to 
WMECO prior to the sale of the bonds, will be used by 
WMECO to repay a portion of the company’s short- 
term borrowings estimated to total $37,000,000 at 
the time of such sale. Such short-term borrowings 
have been or will be applied to finance WMECO’s 
1979-1980 construction program. The company’s 
1980-1981 construction program expenditures, 
including allowance for funds used during construc- 
tion and nuclear fuel, are expected to total about 
$86,122,000 ($42,082,000 in 1980 and 
$44,040,000 in 1981) of which $16,027,000 had 
been expended as of June 30, 1980. In addition to 
the sale of the Bonds, the Company estimates that in 
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1980 it will require an additional $70,700,000 of 
funds from external sources to complete its 1980 
construction program and to refinance 
approximately $41,000,000 of short-term debt that 
had been incurred before 1980. Of the required 
amount, approximately $30,000,000 is expected to 
be realized from the sale of the bonds, $15,000,000 
is expected to be realized from capital contribu- 
tions, and the balance of $25, 700,000 is expected to 
be financed through short-term borrowings. 


A statement of the fees and expenses incurred or to 
be incurred in connection with the proposed 
transactions will be supplied by amendment. The 
approval of the Connecticut Department of Public 
Utilities is required for the issuance of the bonds. It is 
represented that no other state commission, and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 28, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Corporate Regulation 
Division, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21670/August 4, 1980 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Selden Street 
Berlin, Connecticut 06037 


(70-6483) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that The Connecticut 
Light and Power Company (“CL&P’”), a public-utility 
subsidiary company of Northeast Utilities, a 
registered holding company, has filed an application 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed 
transaction. All interested parties are referred to said 
application, which is summarized below, for a 
complete statement of the proposed transaction. 


CL&P proposes to issue and sell, at competitive 
bidding, up to $75,000,000 principal amount of its 
First and Refunding Mortgage % Bonds, Series 
FF, due October 1, 2010. The interest rate, which 
shall be a multiple of 1/8 of 1%, and the price, 
exclusive of accrued interest, to be paid to CL&P, 
which will not be less than 98% nor more than 102% 
of the principal amount thereof, will be determined 
by competive bidding. The bonds will be issued 
under the Indenture of Mortgage and Deed of Trust 
dated as of May 1, 1921, between CL&P and Bankers 
Trust Company, Trustee, as heretofore 
supplemented by a supplemental indenture to be 
dated as of October 1, 1980. The supplemental 
indenture provides, among other things, that the 
bonds shall not be redeemed at the applicable 
general redemption price prior to October 1, 1985, if 
such redemption is for the purpose of or in anticipa- 
tion of refunding such bonds through the use, 
directly or indirectly, of funds borrowed by CL&P at 
an effective cost of less than the effective interest 
cost of the bonds. 


The coverage ratio of net earnings to total annual 


interest charges is 2.35 on an actual basis and 2.01 
on a pro forma basis. 
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The net proceeds from the sale of the bonds will be 
used by CL&P to repay a portion of the company’s 
short-term borrowings estimated to total 
$155,000,000 at the time of such sale, including 
$15,000,000 to be borrowed on atemporary basis, to 
refund a bond issue maturing on October 1, 1980. 
Except for said $15,000,000 of temporary 
borrowings, such short-term borrowings were or will 
be applied to finance CL&P’s 1979-1980 
construction program. The company’s 1980-1981 
construction program expenditures, including 
allowance for funds used during construction and 
nuclear fuel, are expected to total about 
$317,043,000 ($154,150,000 in 1980 and 
$162,893,000 in 1981) of which $61,377,000 had 
been expended as of June 30, 1980. In addition to 
the sale of the Bonds, the Company estimates that in 
1980 it will require an additional $199,600,000 of 
funds from external sources to complete its 1980 
construction program, to repay at maturity 
$15,000,000 of 3% Bonds on October 1, 1980, and 
to refinance approximately $88,200,000 of short- 
term debt that had been incurred before 1980. Of 
the required amount, approximately $75,000,000 is 
expected to be realized from the sale of the bonds, 
$18,000,000 is expected to be realized from the sale 
of a 1.5% interest (out of CL&P’s remaining 4.5% 
interest) in the Seabrook, New Hampshire, nuclear 
unit, $40,000,000 is expected to be realized from 
capital contributions, and the balance is expected to 
be financed through short-term borrowings. 


A statement of the fees and expenses incurred or to 
be incurred in connection with the proposed 
transactions will be supplied by amendment. The 
approval of the Connecticut Department of Public 
Utilities is required for the issuance of the bonds. It is 
represented that no other state commission, and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 28, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
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of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Corporate Regulation 
Division, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21671/August 5, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


(70-6473) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
DEBENTURES AT COMPETITIVE BIDDING 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, has filed a declaration 
and amendments thereto with this Commission 
pursuant to Sections 6 and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50 
promulgated thereunder concerning the following 
proposed transaction. 


Columbia proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under 
the Act, $100,000,000 principal amount of % 
Debentures, Series Due August, 2000 (“New 
Debentures”). The interest rate is to be specified in 
the bids for the purchase of the New Debentures. 
The New Debentures will be issued under a Twenty- 
eighth Supplemental Indenture to the 1961 
Indenture between Columbia and Morgan Guaranty 
Trust Company of New York, Trustee. The proposed 
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Twenty-eighth Supplemental Indenture is to be 
dated as of August 1, 1980. 


It is contemplated that the formula for the 
calculation of the regular redemption prices of the 
New Debentures will provide that the regular 
redemption price for the twelve-month period 
commencing August 1, 1980 will be the initial public 
offering price of the New Debentures (exclusive of 
accrued interest) plus a premium equal to the 
interest rate of the New Debentures. For each twelve 
month period thereafter, the regular redemption 
price shall be scaled down by 1/19th of the amount 
by which the regular redemption price for the twelve- 
month period commencing August 1, 1980 exceeds 
the principal amount of the New Debentures, except 
that on and after August 1, 1999 the regular 
redemption price shall be the principal amount of 
the New Debentures, without premium. Ininstances 
where the regular redemption prices would be 
applicable, Columbia shall not have the right to 
redeem any of the New Debentures prior to August 1, 
1985 directly or indirectly, with borrowed funds, or in 
anticipation of funds to be borrowed, having an 
effective annual interest cost to Columbia of less 
than the effective annual interest cost to Columbia of 
the New Debentures. 


A mandatory sinking fund for the New Debentures 
will be provided to retire $93,750,000 principal 
amount (representing 93.75%) prior to maturity 
through annual retirements of $6,250,000 principal 
amount beginning in 1985. In addition to such 
mandatory sinking fund obligation, Columbia shall 
have the non-cumulative option to redeem on any 
sinking fund date, at the then current sinking fund 
redemption price, up to an additional $9,375,000 
principal amount of the New Debentures, but no 
redemption made pursuant to such option shall 
reduce any sinking fund requirement. 


It is stated that the net proceeds from the sale of the 
New Debentures will be used for general corporate 
purposes including the 1980 capital expenditure 
program of Columbia’s subsidiaries, which is 
presently estimated at $450,000,000. 


It is further stated that no state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. The 
fees and expenses to be incurred in connection with 
the proposed transaction are approximately 
$307,475. The fees and expenses of counsel for the 
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successful bidders of the New Debentures are 
$30,000. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21631), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate and in the public interest 
and in the interest of investors and consumers that 
said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 and 
50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21672/August 7, 1980 


In the Matter of 


BLACKHAWK COAL COMPANY 
New York, New York 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6273) 


ORDER AUTHORIZING CREATION OF AND 
TRANSFER OF COAL MINES AND RELATED ASSETS 
TO COAL MINING SUBSIDIARY 


Indiana & Michigan Electric Company (“I&M”), an 
electric utility subsidiary of American Electric Power 
Company, Inc. (“AEP”), a registered holding 
company, and Blackhawk Coal Company 
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(“Blackhawk”), a coal mining subsidiary of |&M, 
have filed with this Commission an application- 
declaration and amendments thereto pursuant to 
Sections 6, 7, 9, 10, 12(b), 12(f), and 13(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rules 43, 45, 50(a)(3) and 86-92 promulgated 
thereunder concerning the following proposed 
transactions. 


Blackhawk was incorporated on September 15, 
1978, under the laws of the State of Utah. It is 
authorized to issue 100,000 shares of common 
stock, without par.value. To date it has issued no 
stock and has not done any business. 


By order dated October 21, 1974 (HCAR No. 18614), 
1&M was authorized to acquire up to $10,000,000 of 
notes to be issued by Braztah Corporation 
(“Braztah”), a subsidiary of McCulloch Oil Corpora- 
tion (“McCulloch”), for the purpose of financing the 
expansion and operation of certain coal mines 
located in Carbon County, Utah (“Carbon County 
Mines”), from which mines McCulloch and Braztah 
were to sell coal to AEP system companies pursuant 
to a June 19, 1974, coal supply contract. By order 
dated June 26, 1975 (HCAR No. 19064), |1&M was 
authorized to acquire the Carbon County Mines and 
related equipment, pursuant to an option in the 
original agreement. |&M employed Braztah to 
operate the mines until December 31, 1999. Title to 
the mines and equipment was taken by Franklin Real 
Estate Company (‘Franklin’), a real estate 
subsidiary of AEP. 


Controversies among the parties arose, which were 
resolved by a_ settlement, embodied in two 
agreements and effective November 30, 1979. 
Under the settlement, (1) Braztah ceased to be 
operator of the Carbon County Mines; (2) Braztah 
assigned to Franklin Braztah’s application to the 
Bureau of Land Management, Department of 
Interior, for a United States Coal Lease (No. U- 
25683) (the “Federal Coal Lease’), which was not 
previously transferred when Franklin purchased the 
bulk of the Carbon County Mines’ reserves in 1975; 
(3) 1&&M paidto McCulloch and Braztah $15,000,000 
on November 30, 1979, $4,125,000 on June 27, 
1980, and agreed to pay an additional amount 
aggregating $19,800,000 (the “Braztah Obligation”) 
in installments over a five-year period ending in 
1985; and (4) |&M agreed to pay McCulloch and 
Braztah, if the Federal Coal Lease were issued to 
Franklin on or before June 27, 1985, the amount of 
$3,888,000 (the “Contingent Braztah Obligation”), 
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in installments beginning on the latter of June 27, 
1981, or the June 27 next following the issuance of 
such lease, and on each June 27 thereafter to and 
including June 27, 1985, with interest on the unpaid 
balance of said amount at the rate of 8% per annum 
from June 27, 1979. The Carbon County Mines are 
currently being operated by Price River Coal 
Company (“Price”), a coal mining subsidiary of |&M; 
coal therefrom is presently being mined at the rate of 
1.25 to 1.3 million tons per year, all of which is 
currently being delivered to 1&M’s Tanners Creek 
Plant. 


In the instant filing applicants-declarants request 
authorization for 1&M to transfer to Blackhawk its 
interest in the Carbon County Mines and reserves, 
leases, options, equipment, and rights, water way 
and other water rights and licenses related to the 
ownership and operation of the Carbon County 
Mines (all such assets, collectively, the “Mines”). 
Under local law, certain of the water and other rights 
are represented by stock interests in mutual 
companies acquired as part of the purchase from 
McCulloch and Braztah or otherwise, which are 
included, without distinction, in the mine-related 
assets. They also request authorization for 
Blackhawk to spend up to $13,000,000 between 
December 31, 1980, and June 30, 1981, on 
additional mine improvements in the event that a 
contemplated sale of the Mines to non-affiliated 
parties is not consummated prior to December 31, 
1980. 


On May 29, 1980, |&M and Franklin (collectively the 
“Prospective Seller’) entered into an agreement 
(“Agreement”) dated as of May 1, 1980, with 


Alusuisse of America, Inc. (‘“Alusuisse”) and 
Samusa, Inc. (“Samusa’”), a subsidiary of Alusuisse, 
nonaffiliates of AEP (collectively the “Prospective 
Purchaser’), for further negotiations during a 
Negotiation Period (of a maximum of 180 days) to 
attempt to evolve arrangements on mutually agreed 
conditions providing for (i) a Mine Purchase 
Agreement under which the Prospective Seller 
would sell the Mines to the Prospective Purchaser; 
and (ii) a Coal Supply Agreement under which the 
Prospective Purchaser would sell to |&M, for the 
benefit of |&M and/or its affiliates and possibly non- 
affiliates, for up to 60 months following such 
purchase, coal mined by the Prospective Purchaser 
(or an affiliate) from the Mines (or from an 
alternative source), such coal to have 
characteristics as therein set forth, at a base price of 
$40 per ton, f.o.b. mine, plus escalation. 
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Under the Agreement the Prospective Purchaser 
also has a separate option to elect, at any time during 
the Negotiation Period to purchase the Mines for 
cash at a base price of approximately $195,000,000. 
The base price is to be adjusted for additions and 
retirements subsequent to February 29, 1980, as 
more fully described in the application, and the 
earnest money paid is to be credited. The option 
includes an obligation of |&M, on written request of 
the Prospective Purchaser, to contract to purchase 
for approximately 5 years washed coal from the 
Mines on the terms described above. 


Pursuant to another provision inthe Agreement, |&M 
proposes that it will assign and transfer to 
Blackhawk all of I&M’s right, title and interest, 
including its beneficial interest in assets owned by 
Franklin for the benefit of I&M, in the assets 
comprising the Mines; that |1&M and Franklin will 
designate Blackhawk as one of the entities 
constituting the Prospective Seller under the 
Agreement; and that Blackhawk will execute and 
deliver to Alusuisse and Samusa a written 
instrument pursuant to which Blackhawk will 
assume all of the obligations of the Prospective 
Seller under the option provisions of the Agreement. 
Such transaction will enable Blackhawk, in 
conjunction with |&M and Franklin, to convey the 
Mines to the Prospective Purchaser in the event that 
(a) a Mine Purchase Agreement is negotiated and 
completed pursuant to the Agreement, or (b) if, 
failing to reach an accord upon such Mine Purchase 
Agreement, Alusuisse and Samusa decide to 
exercise the option granted in the Agreement. 


1&M states that its investment, as of February 29, 
1980, was as follows (in thousands): 


Coal Prop- 
erty Held 
For Future 
Service Use 
$955 $308 
482 _ 
16,100 33,724 
14,929 _ 
32,370 288 


Plant In 

Total 
$1,263 
482 
49,824 
14,929 
32,658 


Land 

Water rights 

Coal reserves 

Contract settlement 

Depreciable assets 

Development & pre- 
operating expense 

Reorganization deferral 

AFUDC 


56,072 
7,267 


47,079 8,943 
7,267 aa 
28,049 22,223 5,825 
$190,492* $141,404 $49,088 
*Excludes the Braztah Contingent Obligation. 
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It is further proposed that in connection with the 
acquisition by Blackhawk of I&M’s_ beneficial 
interest in the Mines: (i) Blackhawk will assume 
|I&M’s Braztah Obligation of $19,800,000 with 
interest at the rate of 8% per annum (and also 
assume |&M’s Contingent Braztah Obligation of 
$3,888,000); (ii) |1&M will make an advance of 
$31,000,000 to Blackhawk to be repaid not later 
than December 31, 1981, Blackhawk (a) to pay 
interest on the outstanding balance of such advance 
at the prime rate in effect from time to time of 
Manufacturers Hanover Trust Company, and (b) to 
endeavor to pay back the advance as soon as 
practicable with proceeds from a possible sale and 
leaseback transaction (to be the subject of a future 
filing with this Commission) involving certain coal 
processing and mining equipment; (iii) Blackhawk 
will issue to 1&M a promissory note for $40,800,000 
bearing interest at the rate of 10.13% per annum 
(reflecting |&M’s weighted average cost of first 
mortgage bonds issued between March 1975 and 
March 1978) and maturing on December 31, 2010; 
(iv) Blackhawk will issue to !&M approximately 
49,800 shares of Blackhawk’s common stock, stated 
value $1,000 per share; and (v) |&M will make a non- 
interest bearing advance to Blackhawk in the 
amount of $49,100,000, said amount to finance 
Blackhawk’s acquisition of the portion of the 
reserves of the Mines which constitute Coal Property 
Held For Future Use. 


It is also proposed that Blackhawk be authorized to 
make capital expenditures required for mine 
improvements subsequent to December 31, 1980, 
in the event the Mines are not sold by such date. 
Such expenditures are estimated to require up to 
$13,000,000 between such date and June 30, 1981. 
It is proposed that any additional capital required 
will be supplied by |&M, such capital to be split 
between the purchase of debt, in the form of a 
promissory note of Blackhawk maturing December 
31, 2010, and the purchase of equity in proportions 
corresponding to the respective debt-equity ratios of 
1&M at the end of the calendar year preceding the 
year in which such additional capital shall be 
supplied to Blackhawk. The interest rate on the new 
debt would be set at the effective interest cost of 
1&M’s then most recent issue of first mortgage bonds 
preceding each such additional investment. Since 
such expenditures are to be made only in the event 
the Mines are not sold prior to December 31, 1980, 
and are to be made in the first six months 
subsequent to such date, jurisdiction will be 
reserved with respect thereto. 
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Blackhawk proposes, prior to, or in the absence of, 
any sale of the Mines under the Agreement, to carry 
out the further development and operation of the 
Mines, through Price, functioning as operator as at 
present, and to sell the coal so mined to |&M or to 
such affiliate or non-affiliate as |&M shall direct. 


It is further proposed that if at any time neither |&M 
nor its affiliates should have any need for coal 
produced from the Mines, then the excess coal will 
be sold, to the extent practicable, to one or more non- 
affiliates at the highest practicable price. 


1&M proposes, in return for its right to receive all of 
the coal produced by Blackhawk from the Mines, to 
pay Blackhawk such amount as, when added to 
amounts received by Blackhawk from all other 
sources, will be at least sufficient to enable 
Blackhawk to pay when due, all of its operating and 
other expenses, including: (i) any amounts which 
Blackhawk may be required to pay as rent pursuant 
to any lease of real or personal property and/or as 
interest on any indebtedness of Blackhawk for 
borrowed money or purchase money indebtedness, 
issued or assumed by Blackhawk; and (ii) such 
additional amount as, after provision for taxes based 
upon or measured by income, will enable Blackhawk 
to earn a return on its equity equal to the sum of the 
products of (a) the weighted average of the effective 
dividend rates on the appropriately included 
outstanding preferred stock issued by |&M during 
the period when the related investments were made 
by Blackhawk in the Mines, and (b) areturn of 12.5% 
on equity through December 31, 1980, and 
thereafter the return last allowed |&M by the Federal 
Energy Regulatory Commission (“FERC”) on |&M’s 
common equity in wholesale rate proceedings 
before FERC, multiplied, respectively, by the 
applicable percentages of |&M’s total capitalization 
represented by preferred stock and common equity 
during the periods in which such related 
investments were made by Blackhawk. The return 
factor would be adjusted as a result of a change in 
any FERC-approved return on common equity, 
effective the succeeding January 1. 


It is stated that the “Plant in Service” facilities, 
aggregating approximately $141,000,000 as of 
February 29, 1980, were substantially placed in 
service as of April 1, 1979, following an extended 


development period. During the development 
period, the developmental coal produced was priced 
at the average cost of coal purchased from non- 
affiliated sources by |&M and other AEP system 
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companies purchasing such coai. However, upon 
the declaration of commercial operation, April ‘I, 
1979, the basis of pricing the coal production shifted 
to the recovery of all expenses associated with the 
mining of such coal, including the cost of capital 
invested in the mining operation. Effective on such 
date I&M began to impute investment carrying’ 
charges to the current commercial coal production 
on the “Plant in Service” assets. The imputation of 
such investment carrying charges has been 
accomplished on I&M’s books of account by 
crediting “Other Income” (the same classificationin 
which the return on investment in Blackhawk would 
be recognized on |&M’s books) with a corresponding 
charge to fuel stock. Depreciation of mining 
equipment in service and amortization have likewise 
been associated directly with tonnages produced. 
The provision for allowance for funds used during 
construction, and associated capitalization as a 
component of mine development costs, was 
discontinued effective April 1, 1979, on assets then 
ready for service. 


The production of coal by |&M for its own use has not 
been regulated under the Act. |&M’s accounting ‘for 
its investments and costs, including computations 
and allocations of indirect and capital costs, are 
subject to the applicable requirements of the Public 
Service Commission of Indiana and FERC. Upon 
transfer of the properties to Blackhawk, a separate 
subsidiary, the sale of coal by Blackhawk to |&M will 
become subject to Section 13 of the Act and the 
rules promulgated thereunder. Insofar as Rule 90 
includes a reasonable return on capital as an 
element of the cost of such coal, the application 
specifies rates to be employed for that purpose: It 
further states that to the extent that any subsequent 
order of this Commission authorizes a return on 
investment different from that proposed in the 
application for use in determining pricing 
arrangements for coal produced and delivered 
during this interim period, |&M and Blackhawk 
would reflect any necessary adjustments in 
subsequent coal billings. 


It is stated that the transfer will facilitate the 
proposed sale, if it occurs, and that the segregation 
of the subject properties will simplify and facilitate 
their administration and regulation, even if the sale 
does not occur. The transfer requires establishment 
of an immediately effective price, under the Act, for 
coal sold to |1&M. The continued use of the book 
values already established by |&M, as proposed by 
the application, is appropriate for that purpose. The 
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acceptance of such book values, in this context, will 
not preclude any regulatory authority from 
exercising any jurisdiction it may have over |&M’s 
previous operations or accounting. Nor will it 
preclude this Commission from exercising its 
jurisdiction, under Section 15(f) of the Act or other 
applicable provisions, to give appropriate effect to 
any determinations hereafter made by it or another 
regulatory agency. 


Applicants-declarants claim exemption from the 
competitive bidding requirements of Rule 50 for 
Blackhawk’s issuance of its common stock and 
notes to |1&M pursuant to Rule 50(a)(3). 


The record is incomplete with respect to the fees and 
expenses to be incurred in connection with the 
proposed transactions. No state commission and no 
federal commission, other than this Commission 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21652), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to: (a) the fees and 
expenses to be incurred in connection with the 
proposed transactions; and (b) the proposed 
expenditures for mine improvements to be made 
between January 1, 1981, and June 30, 1981. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21673/August 7, 1980 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND ENERGY INCORPORATED 
Westborough, Massachusetts 


(70-5543) 


ORDER AUTHORIZING INCREASED BUDGET FOR 
OIL AND GAS EXPLORATION AND DEVELOPMENT 
ACTIVITIES 


New England Electric System (“NEES”), a registered 
folding company, and its fuel subsidiary New 
England Energy Incorporated (“NEEI”) have filed 
with this Commission a post-effective amendment to 
their application-declaration previously filed and 
amended pursuant to Sections 6(a), 7, 9(a), 10 and 
12 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 43 and 45(a) promulgated 
thereunder concerning the following proposed 
transaction. 


By order dated October 30, 1974 (HCAR No. 18635), 
NEES was authorized to organize NEEI, acquire its 
capital stock and make investments (including 
subordinated notes) in NEEI of up to $20,250,000 
through July 31, 1976, and NEEI was authorized to 
enter into a partnership agreement (“Agreement”) 
with Samedan Oil Corporation (“Samedan”), a 
wholly owned subsidiary of Noble Affiliates, Inc., to 
explore for oil and gas in the continental United 
States (both onshore and offshore). NEE! was at that 
time authorized to invest a maximum of 
$10,000,000 in that partnership through July 31, 
1979. By order dated June 18, 1976 (HCAR No. 
19580), NEES was authorized to increase its 
investment in NEE! to $45,000,000 through 
December 31, 1979, with NEEI to use such 
investments to finance its procurement and 
inventory activities and to finance fuel exploration 
and development activities with Samedan and/or 
other parties. By order dated July 19, 1978 (HCAR 
No. 20632), NEEI was authorized to make sales of 
fuel oil to New England Power Company (“NEP”), an 
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affiliate, pursuant to a fuel purchase contract on 
terms and conditions therein set forth. By order 
dated December 29, 1979 (HCAR No. 21365), NEEI 
was authorized (1) to enter an amendment to the 
Agreement, which amendment extended the term of 
the Agreement through December 31, 1984, and (2) 
to invest in the partnership with Samedan a 
maximum amount of $30,000,000 for exploration, 
development or any other purpose from January 1, 
1980, through December 31, 1980. 


By post-effective amendment applicants-declarants 
request that the maximum amount NEEI may invest 
in its partnership with Samedan for oil and gas 
exploration, development, or any other purpose from 
January 1, 1980, through December 31, 1980, be 
increased to $60,000,000. It is stated that on the 
basis of the projected exploration activities of 
Samedan (which is the managing partner and has 
responsibility for evaluation and selection of new 
prospects for exploration) for the calendar year 
1980, NEEI now estimates that its share of 
partnership expenses for exploration purposes 
alone will require capital contributions by NEEI to 
the partnership of approximately $33,000,000. It is 
further stated that NEE! now estimates its share of 
development expenses for the calendar year 1980 
will be approximately $27,000,000, such amount 
representing an increase over earlier estimates due 
to additional expenses of developing several new 
prospects, revised plans for developing a large 
prospect and general inflation. 


There are no additional fees or expenses to be 


incurred in connection with the proposed 
transaction. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21653), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
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provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, and subject further to 
the reporting requirements set forth in the order of 
December 29, 1979 (HCAR No. 21365). 


For the Commission, by the Corporate Regulation 
Division, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21674/August 7, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION CORPORATION 
Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


(70-6435) 
SUPPLEMENTAL ORDER AUTHORIZING INTRA- 


SYSTEM FINANCING AND RESERVING JURISDIC- 
TION 
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The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its subsidiary 
companies named above have filed an application- 
declaration and amendments thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 45 
promulgated thereunder regarding the following 
proposed transactions. 


By order in this proceeding dated May 28, 1980 
(HCAR No. 21593), Columbia and some of its wholly- 
owned subsidiary companies were authorized to 
engage in certain intra-system financing. 
Jurisdiction was reserved over those transactions as 
to which the record was not complete. 


With the filing of orders of the state utility commis- 
sions of Kentucky, Virginia, and Ohio, the record is 
now complete with respect to the following proposed 
transactions: 


Installment 

and/or 

Term Notes 
Aggregate Short-Term 
Amount Advances 

$ $ 

3,100,000 -- 
2,000,000 2,900,000 
37,100,000 — 
42,200,000 2,900,000 


Company 


Columbia of Kentucky... 
Columbia of Virginia .... 
Columbia of Ohio 


The requisite authorization for certain transactions 
has not yet been obtained from the various state 
public-utility commissions for Columbia of 
Pennsylvania, Columbia of New York, and Columbia 
of West Virginia, and jurisdiction will continue to be 
reserved with respect thereto. 


Due notice of the filing of said application-declara- 
tion has been given in the manner prescribed by 
Rule 23 promulgated under the Act (HCAR No. 
21541), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found, with respect to 
the above-described transactions as to which the 
record is complete, that the applicable provisions of 
the Act and rules promulgated thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that the 
application-declaration in respect of said 
transactions be granted and permitted to become 
effective: 
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IT IS ORDERED, pursuant to the applicable 
provisions of the Act and the rules thereunder, that 
the application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith with respect to the above- 
described transactions as to which the record has 
been completed, subject tothe terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification 
thereunder is extended as requested so as to allow 
filing on a quarterly basis. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions 
as to which the record is not yet complete. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 577/August 7, 1980 


The Securities and Exchange Commission has 
issued an order under the Trust Indenture Act 
(“Act”) on application of Pacific Gas and Electric 
Company, exempting its First and Refunding 
Mortgage Bonds, Series 80B, due August 1, 2013, 
from the provisions, Subsections 316(a)(1), 316(b) 
and 317(a)(2) of the Act. 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11285/August 4, 1980 


In the Matter of 


AMERICAN GENERAL TOTAL RETURN FUND, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(811-1569) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that American General 
Total Return Fund, Inc. (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) 
aS an open-end, diversified, management 
investment company, filed an application on July 10, 
1980, pursuant to Section 8(f) of the Act for an order 
of the Commission declaring that Applicant has 
ceased to be an investment company as defined in 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The application states that Applicant, a Maryland 
corporation, registered under the Act on December 
4, 1967; and on the same date it filed a registration 
statement (File No. 2-27779) under the Securities 
Act of 1933 covering 15,000,000 shares of its capital 
stock in connection with a proposed public offering 
of its shares. This registration statement was 
declared effective by the Commission on March 15, 
1968, on which date the public offering 
commenced. At the close of business on November 
30, 1979, Applicant had outstanding 4,024,356 
shares with a net asset value of $8.00 per share for a 
total net asset value of $32,196,037. 


At the annual meeting of shareholders held on 
November 28, 1979, holders of a majority of 
Applicant’s outstanding shares of capital stock 
approved an Agreement and Plan of Reorganization 
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which provided for the transfer of all of Applicant’s 
portfolio securities and substantially all of its other 
assets to the Fund of America, Inc. (“FOA”), in 
exchange for shares of capital stock of FOA, and for 
the dissolution of Applicant. Applicant’s board of 
directors approved the transfer of assets to FOA on 
September 7, 1979. The application states that the 
transfer of assets was effected on November 30, 
1979, and that Applicant distributed to its 
shareholders all of the FOA shares it acquired by 
establishing for each shareholder an FOA account 
and transferring to such account the shareholder's 
pro-rata portion of the FOA shares. The transfer of 
assets was based on the relative net asset value of 
the shares of the two companies, which was 
determined by Applicant and FOA on the same 
basis. Each shareholder of Applicant received 
approximately 0.96365 FOA shares for each share of 
Applicant then owned by the shareholder. 


Applicant states that it currently has no debts or 
other liabilities outstanding because all of its debts 
and liabilities were either assumed by FOA or paid by 
Applicant; it has no assets; it has no security- 
holders; it is not a party to any litigation or admin- 
istrative proceedings; and within the last 18 months 
Applicant has not for any reason transferred any of 
its assets to a separate trust, the beneficiaries of 
which were or are securityholders of Applicant. 
Applicant also states that both FOA and it bore their 
own expenses in connection with the transfer of its 
assets to FOA. Finally, Applicant states that it was 
dissolved as acorporation under the laws of the State 
of Maryland by the filing of Articles of Dissolution on 
December 3, 1979, and that it is not now engaged, 
and does not propose to engage, in any business 
activities since it has completed the winding-up of its 
affairs. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 


it shall so declare by order, and upon the 
effectiveness of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 29, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
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he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11286/August 6, 1980 


In the Matter of 
THE 44 WALL STREET EQUITY FUND, INC. 
and 


FORTY FOUR SALES, INC. 
150 Broadway 
New York, New York 10038 


(812-4690) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT AN 
OFFER OF EXCHANGE 


NOTICE IS HEREBY GIVEN that The 44 Wall Street 
Equity Fund, Inc. (“Fund”), an open-end, non- 
diversified management investment company 
registered under the Investment Company Act of 


902/SEC DOCKET 


1940 (“Act”), and Forty Four Sales, Inc. (“Sales”), 
principal underwriter for the Fund (collectively the 
“Applicants”), filed an application on June 10, 
1980, for an order of the Commission (1) pursuant to 
Section 11(a) of the Actto permit the Fund to offer its 
shares for certain shares of the Reserve Fund, Inc. 
(“Reserve”), and (2) pursuant to Section 6(c) of the 
Act to exempt Applicants from the provisions of 
Section 22(d) of the Act and the rules thereunder to 
the extent necessary to permit such an offer of 
exchange. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Sales, as principal underwriter for the Fund, wiil 
maintain a continuous public offering of the shares 
of the Fund at their net asset value plus a sales 
charge, following the effective date of the Fund’s 
registration statement on Form N-1 under the 
Securities Act of 1933, which has been filed withthe 
Commission. 


On purchases of less than $10,000 the maximum 
sales charge is 8.50%, which is reduced on larger 
purchases. There is no sales charge imposed on the 
reinvestment of dividends and capital gains from 
shares of the Fund. The application states that 
Reserve, an open-end investment company 
registered under the Act, invests primarily in short- 
term money market instruments. 


Applicants propose to permit a Reserve shareholder 
to exchange shares of Reserve acquired either (1) by 
investing the net proceeds from a redemption of 
shares of the Fund and held for such shareholders in 
the 44 Wall Street Equity Fund Exchange Account 
(“Account”) in the name of such shareholder at 
Reserve or (2) by the reinvestment of income 
dividends and capital gains distributions paid on all 
Reserve shares held in such Account, for shares of 
the Fund, in either case without the imposition of the 
customary sales charge described inthe prospectus 
of the Fund (hereinafter referred to as the “Switch 
Privilege”). Reserve shares acquired in any other 
manner than as described above would not qualify 
for the Switch Privilege. Reserve imposes no sales or 
administrative charge in connection with the sale of 
its shares. A $5 service fee will be charged by The 
Bank of New York, the custodian and transfer agent 
for the Fund, for each redemption by telephone, 
telegraph or overseas cable. 


According to the application, the participant in an 
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Account would be able to exercise his Switch 
Privilege at any time by instructing Reserve to 
redeem shares of Reserve in his Account and apply 
the redemption proceeds to the acquisition of shares 
of the Fund. No charge on the exchange of Reserve 
shares for shares of the Fund will be imposed by 
Reserve or the Applicants. The Switch Privilege will 
not be available to the proceeds from a redemption 
of Reserves shares which are paid directly to the 
investor or at his direction to any person other than 
the Fund. The Fund and Reserve have reserved the 
right to limit further the number of exchanges 
pursuant to the Switch Privilege which any investor 
may make within a certain period. The Switch 
Privilege will be subject to termination by the Fund or 
by Reserve on not less than six months prior written 
notice to holders of Accounts, except for cause, in 
which event the Switch Privilege in respect of that 
Account is subject to immediate termination. An 
investor maintaining an Account will receive the 
current prospectus of both Reserve and the Fund 
provided the investor remains entitled to the Switch 
Privilege. The Switch Privilege will lapse for an 
investor if his account balance of shares of the Fund 
shows a zero balance for a period of two consecutive 
years. 


Section 11(a) provides, in part, that it shall be 
unlawful for any registered open-end company or 
any principal underwriter for such a company to 
make or cause to be made an offer to the holder of a 
security of such company or any other open-end 
investment company to exchange his security for a 
security in the same or another such company on 
any basis other than the relative net asset values of 
the respective securities to be exchanged, unless 
the terms of the offer have first been submitted to 
and approved by the Commission. Section 22(d) of 
the Act provides, in pertinent part, that no registered 
investment company or principal underwriter 
thereof shall sell any redeemable security issued by 
such company to any person except at a current 
offering price described in the prospectus. 


Applicants state that, because any investor eligible 
for the Switch Privilege will have been an investor in 
shares of the Fund and will continue to receive 
current prospectuses of the Fund while he holds the 
Account with Reserve, no additional sales efforts will 
be incurred by Sales in connection with the re- 
acquisition of shares of the Fund. Applicants 
contend that it is fair and equitable that no sales 
charge should be imposed on the investor in connec- 
tion with his reacquisition of shares of the Fund. 


Volume 20, No. 13, August 19, 1980 


Applicants represent that the $5 service charge will 
defray the administrative costs involved in each 
exchange. It is asserted that the Switch Privilege will 
not enable any investor to avoid payment of the 
applicable sales charge on his original investment in 
shares of the Fund. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may condi- 
tionally or unconditionally exempt any person, 
security, or transaction, or any class of persons, 
securities, or transactions from any provisions ofthe 
Act and the Rules promulgated thereunder, if and to 
the extent such exemption is necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 28, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11287/August 6, 1980 


In the Matter of 


FIRST NATIONAL SECURITIES CORPORATION 
42 Virginia Avenue 
Indianapolis, Indiana 46204 


(811-1478) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE INVEST- 
MENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion, that First National Securities 
Corporation (“Fund”), registered under the Act as a 
closed-end, non-diversified management invest- 
ment company, has ceased to be an investment 
company as defined in the Act. 


Information contained in the files ofthe Commission 
indicates that the Fund was organized under the 
laws of the State of Indiana on May 31, 1963, and 
registered under the Act on March 3, 1967. The Fund 
did not file a registration statement pursuant to the 
Securities Act of 1933 to make a public offering of 
shares of its capital stock. In addition, the Fund has 
not filed those annual and periodic reports required 
by Section 30 of the Act since the date of its registra- 
tion under the Act. Furthermore, the files of the 
Commission indicate that the last communication 
the Commission had with the Fund was on February 
29, 1968. Finally, communications sent to the 
Fund’s last known address by the staff of the Com- 
mission have been returned as undeliverable. Thus, 
it appears that the Fund is not currently engaged in 
the business of an investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the protec- 
tion of investors, and upon the taking effect of such 
order, the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than September 2, 1980, at 
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5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon the Fund at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11288/August 6, 1980 


In the Matter of 


IMS VARIABLE LEVERAGE FUND, LTD. 
11624 Old Trail Court 
Fountain Hill, Arizona 85268 


(812-4685) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTIONS 2(a)(3), 
2(a)(19), AND 22(e) OF THE ACT 


IMS Variable Leverage Fund, Ltd. (“Fund”), 
registered under the Investment Company Act of 
1940 (the “Act”) as an open-end, diversified, 
management investment company, filed an 
application on May 28, 1980, for an order of the 
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Commission pursuant to Section 6(c) of the Act 
exempting the Fund from the provisions of Sections 
2(a)(3), 2(a)(19), and 22(e) of the Act to the extent 
necessary to allow the Fund to operate using the 
limited partnership form. 


On July 8, 1980, a notice (Investment Company Act 
Release No. 11256) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the requesting exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Sections 2(a)(3), 2(a)(19) and 22(e) of 
the Act to the extent requested be, and hereby is 
granted, effective forthwith, subject to the continued 
effectiveness of the undertakings set forth in the 
application, which the Fund agreed may be made 
conditions of this order, and which are summarized 
in the notice. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11289/August 6, 1980 


In the Matter of 

EQUITY TRUST SHARES IN AMERICA 
c/o Stifel, Nicolaus & Company, Inc. 
500 N. Broadway 

St. Louis, MO 63102 

(811-411) 


ORDER TERMINATING REGISTRATION PURSUANT 
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TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940 


On July 8, 1980, a notice was issued (Investment 
Company Act Release No. 11251) stating that the 
Commission proposed, pursuant to Section 8(f) of 
the Investment Company Act of 1940 (“Act”), to 
declare by order on its own motion that Equity Trust 
Shares in America (“Fund”), registered under the 
Act as a unit investment trust, has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Equity Trust Shares in 
America under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11290/August 7, 1980 


In the Matter of 


ZENITH GROWTH FUND, INC. 
c/o Bernard W. Heinel, President 
Fund/Plan Services, Inc. 

P.O. Box 8079 

Philadelphia, Pa. 19101 


(811-2142) 
NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 


TION PURSUANT TO SECTION 8(f) OF THE INVEST- 
MENT COMPANY ACT OF 1940 
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NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion, that Zenith Growth Fund, Inc. 
(“Fund”), registered under the Act as an open-end, 
diversified, management investment company, has 
ceased to be an investment company as defined in 
the Act. 


Information contained in the files of the Commission 
indicates that the Fund was organized under the 
laws of the State of Delaware on May 20, 1970; that it 
registered under the Act on November 10, 1970; and 
that it filed a registration statement (File No. 2- 
38782) pursuant to the Securities Act of 1933. This 
registration statement became effective on June 16, 
1972, and permitted the Fund to commence the 
public offer and sale of shares of its capital stock. 
The Fund’s last effective prospectus used in the offer 
and sale of its shares was dated October 6, 1972. In 
December, 1973, the public sale of the Fund’s 
shares was discontinued, and on April 24, 1974, the 
Fund’s Board of Directors suspended the right of 
redemption and no Fund shares were redeemed 
after that date. By August, 1974, the Fund was left 
without any officers or directors, and with no 
investment adviser. 


The First Pennsylvania Bank, N.A. (“Bank”), acting 


as the Fund’s custodian, presently has in its 
possession portfolio securities of the Fund which it 
has found to have no value. The Bank last received 
its custodian fee from the Fund in November, 1973. 
In August, 1977, and June, 1978, the Bank received 
$425.11 and $2100.00, respectively, for the shares 
of five companies held by the Fund. The Bank 
applied these amounts to the payment of fees owed 
it by the Fund. The Bank is still owed $3000.00 under 
its Custody Agreement with the Fund, and 
Fund/Plan Services, Inc., an affiliate of the Bank, is 
owed approximately $38,500 for shareholder 
services it provided the Fund. The Fund appears to 
have a number of other outstanding obligations, 
including bills for legal services and state taxes, no 
provision for payment of which has been made, and 
which far exceed the presently valueless assets 
being held by the Bank for the Fund. 


The Bank has also acted as the Fund’s transfer 
agent. According to the transfer agent’s files, the 
Fund currently has 38 shareholders holding some 
10,918.441 shares of the Fund (of which 4710 
shares are in certificated form). Since the date that 
the right to redeem Fund shares was suspended, 


906/SEC DOCKET 


there has been no shareholder activity. In addition, 
because the assets of the Fund being held by the 
Bank currently have no value there are no assets 
available which may be distributed to Fund 
shareholders as a liquidating dividend. If the Fund 
assets held by the Bank should develop a value, it is 
possible that the Bank and Fund/Plan Services, Inc., 
would succeed in claiming such assets in payment 
for debts due them for services provided to the Fund. 
Since 1973 the Fund has not filed any of the periodic 
reports required by the Act. Thus, based on the 
above information, it appears that the Fund is not 
currently engaged in the business of an investment 
company. 


Section 3(c)(1) of the Act provides, in pertinent part, 
that any issuer whose outstanding securities (other 
than short term-paper) are beneficially owned by not 
more than 100 persons and which is not making and 
does not presently propose to make a public offering 
of its securities is not an investment company within 
the meaning of the Act. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 
it shall so declare by order, and upon the 
effectiveness of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon the Fund at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
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and orders issued in this matter, including the date 


of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11291/August 7, 1980 


In the Matter of 


TRINWALL CASH RESERVE, INC. 
61 Broadway 
New York, New York 10006 


(811-2595) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Trinwall Cash 
Reserve, Inc. (‘Applicant’), an open-end, 
diversified, investment company registered under 
the Investment Company Act of 1940 (“Act”), filed 
an application on June 17, 1980, pursuant to Section 
8(f) of the Act, and Rule 8f-1 thereunder, for an order 
declaring that Applicant has ceased to be an 
investment company. All interested persons are 
referred to. the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


On September 30, 1975, Applicant, a Maryland 
corporation, registered under the Act and filed a 
registration statement under the Securities Act of 
1933 with respect to 4,000,000 shares of its capital 
stock, $1.00 par value. Such registration statement 
was declared effective on December 5, 1975, and 
Applicant commenced offering its shares to the 
public on that date. 


Applicant represents that on October 26, 1979 its 
board of directors voted to recommend to 
shareholders approval of transactions contemplated 
by Articles of Transfer and Agreement and Plan of 
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Reorganization (the “Agreement”), providing for the 
acquisition by Putnam Daily Dividend Trust 
(“Putnam”), an open-end, diversified investment 
company registered under the Act, of substantially 
all of the assets of Applicant in exchange for shares 
of Putnam, the pro rata distribution of such shares to 
shareholders of Applicant, and for Applicant's 
dissolution. Applicant further states that on 
February 8, 1980 the Agreement was approved by its 
shareholders, and that on February 11, 1980 
substantially all of its assets were acquired by 
Putnam in exchange for shares of beneficial interest 
in Putnam under the terms of the Agreement. 


Applicant represents that as of the date of the filing 
of the application it had no assets and no debts or 
other liabilities outstanding, and was not a party to 
any litigation or administrative proceedings. 
Applicant further represents that it is not engaged, 
and does not propose to engage, in any business 
activities other than those necessary for the winding 
up of its affairs. 


Section 8(f) of the Act provides, in part, that when the 
Commission upon application finds that a registered 
investment company has ceased to be an 
investment company, it shall so declare by order 
and, upon the taking effect of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 2, 1980, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified ifthe Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shal! be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavitor, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing ofthe 
application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or uponthe 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
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will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11292/August 7, 1980 


In the Matter of 


INTERCAPITAL INCOME SECURITIES INC. 
INTERCAPITAL LIQUID ASSET FUND INC. 

and 

DEAN WITTER REYNOLDS INTERCAPITAL INC. 
One Battery Park Plaza 

New York, New York 10004 


(812-4671) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 10(e)(3) OF THE ACT FOR AN ORDER 
SUSPENDING THE OPERATION OF SECTION 
15(f)(1) OF THE ACT FOR A PERIOD OF 150 DAYS 


NOTICE IS HEREBY GIVEN that InterCapital Income 
Securities Inc., a registered, closed-end, diversified 
investment company, InterCapital Liquid Asset 
Fund Inc., a registered, open-end, diversified 
investment company (collectively, the “InterCapital 
Funds”), and Dean Witter Reynolds InterCapital Inc. 
(“InterCapital Adviser,” collectively with the 
InterCapital Funds, “Applicants”), adviser to the 
InterCapital Funds, filed an application pursuant to 
Section 10(e)(3) of the Investment Company Act of 
1940 (“Act”) on May 23, 1980, with an amendment 
thereto on July 1, 1980, for an order declaring that, 
for purposes of the requirements of Section 15(f)(1) 
of the Act, the period for filling a currently existing 
vacancy on each of the InterCapital Funds’ boards of 
directors be expanded to 150 days. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations made therein, which are 
summarized below. 


Applicants state that, effective September 1, 1977, 
the InterCapital Funds’ advisory contracts with Inter- 
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Capital Adviser were assigned as a result of a 
transaction in which all of the outstanding stock of 
InterCapital Adviser was transferred from Standard 
& Poors Corporation to Dean Witter Organization Inc. 
(now Dean Witter Reynolds Organization Inc.). 
Applicants further state that, from September 1, 
1977, to March 23, 1980, at least 75 percent of the 
InterCapital Funds’ boards of directors consisted of 
persons who were not interested persons of Inter- 
Capital Adviser. According to the application, on 
March 23, 1980, Dr. Arthur M. Okun, who had served 
as a director who was not an interested person of 
InterCapital Adviser, died, leaving a vacancy on the 
InterCapital Funds’ boards of directors and leaving 
each board with only two of three directors being 
directors who are not interested persons of Inter- 
Capital Adviser. Section 15(f)(3) of the Act provides, 
in part, that an investment adviser of a registered 
investment company may receive any amount or 
benefit in connection with a sale of securities of such 
investment adviser which results in an assignment 
of an investment advisory contract with such 
registered investment company if, for a period of 
three years after the time of such action at least 75 
percent of the members of the board of directors of 
the registered investment company whose advisory 
contract was assigned are not interested persons of 
the investment adviser of such company or 
interested persons of the predecessor investment 
adviser and if there is no unfair burden imposed 
upon the registered investment company as a result 
of such transaction. 


Section 10(e) of the Act provides, in part, that if by 
reason of the death of any director the require- 
ments of Section 15(f)(1) in respect of directors 
shall not be met by an investment company, the 
operation of such provision shall be suspended for a 
period of thirty days if the vacancy may be filled by 
action of the board of directors, for a period of sixty 
days if a vote of stockholders is required to fill the 
vacancy, or for such longer period as the 
Commission may prescribe, by order upon 
application, as not inconsistent with the protection 
of investors. 


Applicants represent that the two 
directors who are not interested persons of 
InterCapital Adviser (‘‘Disinterested Directors”) 
commenced a search for areplacement for Dr. Okun 
promptly after his death. Applicants represent that, 
despite diligent efforts to locate a replacement, no 
replacement has yet been found. Applicants state 
that since the vacancy occurred, Applicants have 


remaining 
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not taken action to renew or extend the InterCapital 
Funds’ investment advisory or principal 
underwriting contracts or to appoint independent 
public accountants as the InterCapital Funds’ 
auditors, and further represent that no such actions 
will be required or taken during the period of time for 
which an extension has been requested in the 
application. Applicants represent that, since the 
vacancies have occurred, Applicants have not taken 
any action that would impose an “unfair burden” (as 
that term is used in Section 15(f)(2)(B) of the Act) on 
the InterCapital Funds and that it is not 
contemplated that any such action will be taken 
during the period of the requested extension. 
Applicants also state that two-thirds of the Inter- 
Capital Funds’ present boards of directors are not 
interested persons of the InterCapital Funds or 
InterCapital Adviser and that all of the directors of 
the InterCapital Funds were elected to office by a 
vote of shareholders at an annual or special meeting 
of shareholders. Applicants further state that the 
nominee for election to the boards of directors will 
not be an interested person of InterCapital Adviser or 
the InterCapital Funds. Applicants assert that, in 
light of the above representations, the order that they 
request would not be inconsistent with the 
protection of investors. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 2, 1980, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified ifthe Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavitor, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing ofthe 
application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9149/August 1, 1980 


UNITED STATES OF AMERICA v. DOUGLAS P. 
FIELDS, FREDERICK M. FRIEDMAN AND ALAN E. 
SANDBERG, 76 Cr. 1022 (S.D.N.Y.) 


John S. Martin, Jr., United States Attorney for the 
Southern District of New York, and Stephen L. 
Hammerman, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (“Commission”), announced that on 
July 25, 1980, the United States Court of Appeals for 
the Second Circuit affirmed, without opinion, the 
convictions against defendants Douglas P. Fields 
(“Fields”), Frederick M. Friedman (“Friedman”) and 
Alan E. Sandberg (“Sandberg”) in the above- 
captioned matter. Defendants Fields and Friedman, 
of New York City, president and vice-president of 
TDA Industries, Inc. (“TDA”), respectively, were 
convicted on all five counts of an indictment which 
charged violations of the antifraud and proxy 
provisions of the federal securities laws. In a related 
trial, defendants Sandberg, of East Northport, New 
York, a former officer and director of TDA, and 
Friedman were convicted on two counts of mail fraud 
and one court of wire fraud. 


Defendant Fields was sentenced to six months 
imprisonment on each of five counts, to run 
concurrently, and a $50,000 fine. Defendant 
Friedman was sentenced following the first trial to 
three months imprisonment on each of two counts, 
to run concurrently, and a $25,000 fine; and 
following the second trial, to one month 
imprisonment on each of three counts, to run 
concurrently, however, consecutively to the three 
month sentence in the first trial, and an additional 
fine of $3,000. Defendant Sandberg was sentenced 
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to six weeks imprisonment on each of three counts, 
to run concurrently and to be served on 14 
weekends, and was fined $3,000. 


The criminal trials arose out of arelated Commission 
injunctive action, SEC v. TDA Industries, Inc., et al., 
75 Civil 4519 (S.D.N.Y. 1975). 


For further information, see Litigation Release Nos. 
9034, 8994, 8981, 8976, 8921, 7692, 7369, and 
7088. 





Litigation Release 9150/August 1, 1980 


SEC v. ALLEN S. MANUS, ET AL., 80 Civil 724 
(S.D.N.Y.) (CES) 


Stephen L. Hammerman, Administrator of the 
Commission’s New York Regional Office, announced 
that on July 17, 1980, the Honorable Charles E. 
Stewart, Jr., United States District Judge for the 
Southern District of New York, issued a judgment of 
permanent injunction against Burt Kleiner 
(“Kleiner”), a private consultant residing in Beverly 
Hills, California, enjoining him from future violation 
of Sections 5(a), 5(c) and 17(a) of the Securities Act 
of 1933, and Section 10(b) of the Securities 
Exchange Act and Rule 10b-5 thereunder. 


The Complaint, which was filed on February 5, 1980, 
alleges that Kleiner had sold at least $150,000 of 
unregistered shares of International South African, 
N.V. (“ISA”). The Complaint further alleged that 
Kleiner had falsely told prospective investors of ISA 
that an investment in that company would involve no 
risks, and had failed to disclose that defendant Allen 
S. Manus, the president and controlling shareholder 
of ISA, had previously been enjoined in a 
Commission civil injunctive action, and had also 
failed to disclose that defendant Kleiner had 
previously been sanctioned by the Commission in an 
administrative proceeding. 


The action continues with respect to the five 
remaining defendants: Mr. Manus, ISA, Jack 
Summers, Henry W. Trimble, Jr. and Arc Limited. 


For further information, see Litigation Release No. 
8998, 19 SEC Docket 610 (February 11, 1980). 
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Litigation Release No. 9151/August 1, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
GEORGE LEWSON, ET AL., (United States District 
Court for the District of Columbia) Civil Action No. 
77-1538 


The Securities and Exchange Commission 
announced that on July 29, 1980, Judge John 
Garrett Penn, of the United States District Court for 
the District of Columbia, entered a final judgment of 
permanent injunction against George Lewson and 
Oceanography Development Corporation, enjoining 
further violations of the antifraud provisions of 
Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
(Exchange Act) and Rule 10b-5, thereunder, in 
connection with the offer or sale of securities of 
Oceanography Mariculture Industries, Inc. (O.M.1.) 
or any other security. George Lewson was also 
enjoined from further violations of Section 13(a) of 
the Exchange Act, and Rules 13a-1 and 12b-20 
thereunder, with regard to the annual reports of OMI, 
or any other corporation whose securities are 
registered pursuant to Section 12 of the Exchange 
Act, and from further violations of Section 14(a) of 
the Exchange Act, and Rule 14a-9 thereunder, inthe 
solicitation of proxies for O.M.I., or any other 
corporation whose securities are registered 
pursuant to Section 12 of the Exchange Act. The 
defendants consented to the entry of the injunction, 
without admitting or denying the allegations in the 
complaint. In March 1980, the complaint was 
dismissed against Adolph B. Lewson, deceased, on 
motion of the Commission. 


The entry of the injunction against George Lewson 
and Oceanography Development Corporation 
concludes the Commission’s litigation concerning 
securities of Oceanography Mariculture Industries, 
Inc. 





Litigation Release No. 9152/August 5, 1980 


SEC v. GEORGE MARISCAL (USDC ARIZ., CR 78-80) 


A. Bates Butler, Chief Assistant U.S. Attorney, acting 
as U.S. Attorney for the District of Arizona, and 
Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on July 24, 1980, the 
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United States Court of Appeals for the Ninth Circuit 
affirmed the June 1, 1979 conviction of George 
Mariscal on twelve counts of mail fraud and ten 
counts of interstate transportation of securities 
obtained by fraud. 


Mariscal, of Phoenix, Arizona was convicted in 
connection with a $1,200,000 Industrial Revenue 
Bond offering in the name of the City of Las Cruces, 
New Mexico for the benefit of Toltec Agri-Nomics, 
Inc. As a part of the scheme to defraud, Mariscal, by 
fraudulent misrepresentations, obtained 
disbursement checks for payment of plant 
construction expenses from which he diverted 
substantial amounts of monies to his own use and 
benefit. 


For further information see Litigation Release Nos. 
8332, 8773, and 8858. 





Litigation Release No. 9153/August 5, 1980 


S.E.C. v. BRIAN PATRICK SMITH, 80 Civil 3659 
(S.D.N.Y.) (RO) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on July 16, 1980, the 
Honorable Robert Owen, United States District 
Judge for the Southern District of New York, signed 
an Order of Preliminary Injunction by Consent 
against Brian Patrick Smith (“Smith”) of Flushing, 
New York. The defendant was enjoined from 
violating Sections 7(f) and 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 and 
Regulation X promulgated thereunder. 


The Complaint, filed on June 27, 1980, alleges that 
between January and May of this year, Smith 
ordered the purchase of 38,100 shares of Jupiter 
Development Corporation (‘Jupiter’) stock for a 
total purchase price of $237,584.60 through two 
brokerage firms located in Portland, Oregon and 
failed to pay for any of said purchases. The 
Complaint further alleges that during the same 
period Smith ordered additional shares of Jupiter 
stock through a brokerage firm in New York City and 
tendered six (6) personal checks amounting to 
$145,667 in payment for said shares; these checks 
were all returned unpaid for insufficient funds or 
because the accounts on which the checks were 
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drawn were closed. Jupiter is a publicly-owned 
Canadian corporation with executive offices located 
in Edmonton, Alberta and Toronto, Ontario; it is 
primarily engaged in energy and mining exploration 
and development projects. The Complaint also 
seeks permanent injunctive relief against Smith. 





Litigation Release No. 9154/August 5, 1980 


SEC v. D. G. HAMILTON, ET AL. (USDC CO. Civil 
Action No. 80- ) 


Robert H. Davenport, Administrator of the Denver 
Regional Office, announced that on July 29, 1980, 
the Commission filed a complaint in the United 
States District Court, District of Colorado, seeking to 
enjoin D. G. Hamilton (Hamilton) of Littleton, 
Colorado, George E. Bay (Bay) of Ft. Lauderdale, 
Florida, Arthur W. Guenther (Guenther) of Camp- 
bellsports, Wisconsin, David Conn (Conn) formerly 
of Sedalia, Colorado, and Dacon Oil Corporation 
(Dacon) of Denver, Colorado from violating the 
registration and antifraud provisions of the 
Securities Act of 1933, and certain of the antifraud 
provisions of the Securities Exchange Act of 1934. 


The complaint alleges that Hamilton, Bay, Conn and 
Dacon offered and sold securities, namely, 
fractional undivided interests in five oil and gas wells 
located in Colorado and that Hamilton and Guenther 
sold similar type interests in five wells located in 
Indiana. In addition it is alleged that Conn offered 
and sold limited partnership interests in an oil and 
gas well located in Wyoming. 


According to the complaint, the defendants made 
misrepresentations and omitted to state material 
facts in connection with the offer and sale of the 
above described fractional undivided interests and 
limited partnership interests. 


The complaint also seeks an accounting from the 
defendants of all funds received from investors and 
also that the defendants be ordered to disgorge any 
and all monies received as a result of such sales. 
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Litigation Release No. 9155/August 6, 1980 


SECURITIES AND EXCHANGE COMMISSION v. THE 
FUNDPACK, INC., ET AL., (United States District 
Court for the District of Columbia, Civil Action No. 
79-0859) 


The Securities and Exchange Commission (“Com- 
mission”) announced that Honorable June L. Green, 
United States District Judge for the District of 
Columbia, today entered in the above-captioned 
action a Final Judgment as to defendant John M. 
Burnham (‘‘Burnham’”), Eugene A. Fischer 
(“Fischer”), Alexander K. Gregg (“Gregg”), William F. 
Holliday (“Holliday”) and Carroll E. Multz (“Multz”) 
(“Final Judgment’). Burnham, Fischer, Gregg, 
Holliday and Multz, each a former “disinterested” 
director of the Funds (hereinafter, “disinterested 
directors”), are codefendants with The Fundpack, 
Inc. (“Fundpack”), Holding Trust and Holdings of 
U.S. Government Securities, Inc. (“Government”), a 
complex of mutual funds in Coral Gables, Florida 
(the “Funds’”), Fundpack Management, Inc. 
(“Management”) (the Funds’ former investment 
adviser) and its two subsidiaries, and with seven of 
the Funds’ other former officers and directors, in a 
Complaint filed by the Commission on March 21, 
1979. See, Litigation Release No. 8698, March 22, 


1979. The Commission’s Complaint alleged that 
they, as well as the other defendants in the action, 
violated numerous provisions of the antifraud, proxy, 
reporting, registration and fiduciary obligation provi- 
sions of the federal securities laws. 


The Final Judgment prohibits each disinterested 
director from engaging in conduct violating certain 
of the registration and fiduciary obligation provisions 
of the federal securities laws, and orders them to 
take all steps reasonably necessary to cause any 
investment company with which they may become 
affiliated to file with the Commission and 
disseminate to shareholders complete and accurate 
prospectuses, proxy materials and periodic reports. 
The disinterested directors consented to the entry of 
the Final Judgment without admitting or denying the 
allegations in the Commission’s Complaint. 


The entry of the Final Judgment, which marks the 


end of the Commission’s litigation with the dis- 
interested directors, is the fifth major action taken by 
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the Court in this litigation. On August 10, 1979, after 
a three day hearing, Judge Green entered a 
preliminary injunction against the Funds and 
Management. See Litigation Release No. 8838, 
August 13, 1979. Following the preliminary 
injunction the action was settled as to the Funds, 
Management and its subsidiaries and Victor H. Polk 
(“Polk”), former president and chairman of each of 
the defendant corporations. On September 29, 
1979, the Court entered by consent a final order as to 
the Funds pursuant to which the Funds are required, 
among other things, to appoint and thereafter 
nominate and recommend for election to their 
respective boards of directors four individuals 
satisfactory to the Commission. See, Litigation 
Release No. 8880, October 1, 1979. On December 
13, 1979, the Court entered a Final Judgment of 
Permanent Injunction against Polk and 
Management and its subsidiaries. See, Litigation 
Release No. 8949, December 13, 1979. On March5, 
1980, the Court entered Final Judgment and Orders 
as to defendants Marshall L. Jastromb, Gene Moore, 
Douglas Duke and John R. Kendall, former 
controlling stockholders, officers and employees of 
Management. See Litigation Release No. 9026, 
March 5, 1980. The Commission’s action continues 
against Morrie Schactman, another former officer 
and director of Management and its subsidiaries. 
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